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1. BACKGROUND DATA 


On 2 July 1962, the Latin American Institute for Eco- 
nomic and Social Planning made its official debut with 
the inauguration in Santiago, Chile, of the regular econo- 
mic development training course. 

This represents the crystallization of a line of thought 
and action prompted by a concern whose roots go deep in 
Latin America. During recent years the Latin American 
countries have gradually realized the increasing need to 
improve the instruments used in the adoption of economic 
policy measures aimed at accelerating their growth, and 
to establish effective mechanisms for the planning of eco- 
nomic development. The lack of a clear definition of essen- 
tial objectives and of the power to visualize development 
problems and prospects as an integrated whole had re- 
peatedly led to inefficient utilization both of domestic 
resources and of the possibilities of international] assis- 
tance. Although one of Latin America’s essential problems 
lies in the shortage of funds to promote an intensive flow 
of investment, the want of concrete plans and programmes 
— including the study of specific projects of significant 
importance — had been limiting the region’s capacity to 
absorb public and private foreign capital as a means of 
supplementing the scanty supply of domestic savings. 

The expansion of external aid opportunities, now defined 
with the manifest intention of spurring on the development 
of the Latin American economies, has underlined the im- 
portance and urgency of adopting decisive measures with 
regard to the planning of economic development. The 
efficacy of external aid and the mobilization of each 
country’s own individual resources will largely depend 
upon the success of a policy designed to determine prio- 
rities; to demarcate in accurate and orderly fashion the 
main fields in which investment should be allocated; to 
improve administrative machinery for the satisfactory for- 
mulation and implementation of public investment pro- 
grammes, etc. 

In short, it is a matter of urgent necessity that the coun- 
tries of the region should be able to bring the requisite 
technical criterion to bear upon the various tasks involved 
in the process of programming development. The problems 
inherent in the process have for several years been en- 
gaging the attention of many Latin American Govern- 
ments, as is testified by the creation of national co-or- 
dination and planning agencies or offices, or of special 
corporations responsible for promoting the smooth and 
balanced development of the economy concerned. But these 


efforts have been cramped by the lack of technical per- 
sonnel with the proper qualifications for the work entailed, 
and by deficiencies in administrative organization. 

In the past the activities of the United Nations have 
helped to remedy these deficiencies to some extent. The 
courses given under the joint ECLA/BTAO economic de- 
velopment training programme have helped to train a 
group of Latin American economists who are playing an 
increasing part in the orientation and implementation of 
economic policy in their respective countries. More re- 
cently, the launching of the joint ECLA/BTAO/FAO Ad- 
visory Groups programme has reinforced the United 
Nations contribution and demonstrated the practical pos- 
sibility of achieving highly significant progress in a short 
space of time. The Advisory Groups have not only consti- 
tuted an efficacious means of expediting the training of 
officials in the individual countries through daily colla- 
boration with international experts, but have also facili- 
tated the immediate establishment of administrative ma- 
chinery designed for the purposes of a permanent 
development programming process. Furthermore, these 
Groups have helped to formulate the earliest specific plans 
or programmes and have promoted fundamental changes 
in budgetary systems, aimed at converting the national 
budget into a basic mechanism for the planning of invest- 
ment and public expenditure. 

That the Latin American Governments have considered 
this work to be of pressing importance is evident from the 
fact that during the past three-year period seven Latin 
American countries — apart from the participants in the 
Central American Economic Integration Programme — 
have requested ECLA’s co-operation in their efforts to es- 
tablish or improve their own planning machinery. Owing 
to the limited resources available, however, it has been 
possible to accede to only a few of these requests. While 
they fall far short of the vast requirements in this field, 
such activities, carried out by the ECLA secretariat over 
a number of years, cannot but constitute a useful back- 
ground for the work of the new planning agency. 

In the light of the circumstances outlined above, in 
April 1961 the Governments of Bolivia, Brazil, Chile, Co- 
lombia and Venezuela submitted a request to the United 
Nations Special Fund for resources wherewith to establish 
in Latin America, under the aegis of ECLA, an economic 
development planning institute. __ she 

One month later, the Governments members of ECLA 
adopted a resolution taking note with satisfaction of the 
secretariat’s efforts in the field of training technical experts 
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and officials specializing in planning, and in connexion 
with the Advisory Groups Programme. In stressing the 
disparity between requirements and available resources, 
the Commission recommended the establishment of the 
Institute and requested the Executive Secretary, in consul- 
tation with the Managing Director of the Special Fund, to 
organize the Institute on such bases that it would be 
empowered to receive and administer funds from various 
sources.! 

The ECLA proposal was referred to in resolution 1708 
(XVI) of the General Assembly of the United Nations — 
adopted on 19 December 1961 — in which it was recom- 
mended that interested Governments establish develop- 
ment and planning institutes closely linked to the respective 
regional economic commissions. 


2. FUNCTIONS AND ORGANIZATION OF THE INSTITUTE 


The action taken by the Executive Secretary of ECLA was 
enthusiastically supported both by the United Nations 
Special Fund and by the Inter-American Development 
Bank, which endowed the new agency with the requisite 
funds for its first five years of operation. The Govern- 
ment of Chile, in its turn, extended a cordial invitation 
to the Institute to establish its headquarters in Santiago, 
Chile — thus ensuring close co-ordination with the ECLA 
secretariat — and offered to provide it with suitable 
premises. 

Subsequently, on 6 June 1962, the Governments mem- 
bers of ECLA adopted resolution 220 (AC.52), which 
constitutes the statutes of the Planning Institute, Its text 
reads as follows: 


The Committee of the Whole of the Economic Com- 
mission for Latin America, 

Noting with satisfaction the document prepared by the 
Executive Secretary on the Latin American Institute for 
Economic and Social Planning (E/CN.12/AC.50/7) and 
submitted in compliance with the provisions of paragraph 
1 of Economic Commission for Latin America (ECLA) 
resolution 199 (IX), 

Bearing in mind General Assembly resolution 1708 
(XVI), which invites the Governments concerned to es- 
tablish development planning institutes closely linked to 
the respective regional economic commission, 

Expressing its appreciation to the United Nations 
Special Fund and to the Inter-American Development 
Bank, whose contribution has made possible the establish- 
ment of an institute for development planning in Latin 
America, 

Expressing gratification at the prospect that the United 
Nations, in discharging its responsibilities as Executing 
Agency, will act through ECLA, 

Noting with satisfaction the Special Fund’s agreement 
that the Institute, as an autonomous body under the aegis 
of ECLA, be located at Santiago, and the generous offer 
by the Government of Chile to provide appropriate 
premises, 

Expressing the hope that the Regular and Expanding 
Programmes of Technical Assistance will give additional 
help by granting United Nations resources and fellowships 
for training at the Institute, and 


+ Resolution 199 (IX) of the Economic Commission for Latin 
America, adopted on 13 May 1961 (see the relevant Annual Re- 
port to the Economic and Social Council, Official Records: Thirty- 
second session, Supplement No. 4 (E/3486), p. 49). 
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Considering the urgent need to expedite economic and 
social development in the Latin American countries, 


A 


Resolves: 


1. To establish the Latin American Institute for Eco- 
nomic and Social Planning, which will be responsible for 
providing, at the request of the Governments concerned, 
training and advisory services to the countries and areas 
within the geographical scope of the Commission, and for 
undertaking research on planning techniques, in accor- 
dance with the following aims and functions: 

(a) To raise the technical level of government officials 
and specialists through training programmes in the form 
of courses and in-service training; 

(b) To assist Governments in establishing the institu- 
tional and technical organization required for the more 
efficient programming of their economic and social de- 
velopment policies; 

(c) To assist Governments, at a purely technical level, 
in preparing their economic and social development pro- 
grammes ; 

(d) To carry out the theoretical studies required for 
the improvement of planning techniques used in Latin 
America. 


2. To establish for the Institute a Governing Council, 
having the following functions: 

(a) To lay down general rules governing the action of 
the Institute in matters entrusted to it; 

(b) To review and approve work programmes and the 
relevant budgets; 

(c) To submit to ECLA, each year, a progress report 
on the work of the Institute. 


3. To provide that the Governing Council shall be com- 
posed in the manner and subject to the stipulations stated 
below: 

(a) Eleven members of recognized technical ability: 
eight of these members shall be nationals of eight different 
Latin American countries and shall be elected by ECLA, 
one member shall be appointed by the President of the 
Inter-American Development Bank, one member shall be 
appointed by the Secretary General of the Organization 
of American States and one member shall represent the 
secretariat of ECLA, as international organizations work- 
ing in the economic and financial field in Latin America; 

(b) In electing the eight members mentioned above, 
care shall be taken to ensure equitable geographical dis- 
tribution; 

(c) Members of the Governing Council shall be elected 
or appointed at regular ECLA sessions, as provided for 
in sub-paragraph (a) above, for a term of two years, and 
may be re-elected or re-appointed for successive terms; 
(d) The Director-General of the Institute, mentioned 
in paragraph 4 below, shall be an ex officio member of 
the Governing Council, with the right to participate, 
without vote, in its deliberations; 

(e) The Governing Council shall elect a chairman from 
among the eight members mentioned in sub-paragraph 
(b) above and shall adopt rules of procedure for its 
meetings, which shall be held at least twice a year. 


4. To create the post of Director-General, the incum- 


bent to be appointed by the Secretary-General of the 
United Nations after prior consultation with the Gover- 
ning Council and to be entrusted with the direction and 
administration of the Institute, in accordance with the 
instructions issued by the Governing Council and with 
the following stipulations and functions: 

(a) To submit the programmes and budget of the 
Institute to the Governing Council; 

(b) To execute the programmes and to undertake the 
expenditure envisaged in the budget; 

(c) To select and appoint the staff of the Institute; 

(d) To select the fellows for the Training Programme; 

(e) To conclude with Governments and with other 
national or international agencies such contracts or other 
arrangements as may be necessary for making available 
the services of the Institute, it being understood that the 
arrangements with national bodies shall be with the 
approval of the Governments concerned; 

(£) To accept on behalf of the Institute contributions 
from Governments, international organizations and private 
foundations and institutions for the purposes of financing 
its activities; 

(g) To co-ordinate the work of the Institute with that 
of other international, regional and bilateral programmes 
in related fields; 

(h) To attend the meetings of the Governing Council; 

(i) To report to the Governing Council on the activities 
of the Institute and on the execution of its work pro- 
gramme. 

In the exercise of his powers and the discharge of his 
responsibilities, the Director-General may reach agree- 
ment with the specialized agencies as to methods of co- 
operating with the Institute in the respective fields of such 
agencies. 


5. To establish an Advisory Committee, to be composed 
of a representative of the ECLA secretariat, a represen- 
tative appointed by the Inter-American Development Bank, 
a representative appointed by the Organization of Ameri- 
can States, and representatives of other organizations sub- 
stantially contributing to the activities of the Institute and 
invited by the Governing Council to be represented on 
the Advisory Committee. 

The functions of this Committee shall be to advise the 
Director-General on matters relating to the work of the 
Institute, such as the Training Course curriculum and 
fellowships, the work of the advisory groups, and, in par- 
ticular, the co-ordination of the activities of the Institute 
with those of other international organizations assisting 
Latin America in economic planning and social develop- 
ment and in the training of specialists in these areas. The 
Advisory Committee shall be permanent in character, and 
shall meet at least once a month at the headquarters of 
the Institute. 


B 
The Committee of the Whole of the Economic Com- 


mission for Latin America, 
Further resolves: 


1. That the first election of the members of the Gover- 
ning Council referred to in paragraph 3 (a) of part A 
of this resolution shall take place at an extraordinary 
meeting of the Committee of the Whole, to be held at 
Santiago on 21 March 1962 with this exclusive end in 


view. The members thus appointed shall remain in office 
until the tenth session of the Commission. With a view 
to facilitating the convening of this extraordinary meeting, 
it is agreed that the secretariat shall not be required to 
abide by the provisions laid down in the rules of pro- 
cedure of the Commission in respect of documentation, 
prior notice and other arrangements. 


2. That the Governing Council of the Institute shall 
approve a Plan of Operation for the United Nations 
Special Fund project in accordance with the provisions 
of the present resolution and, should the occasion arise, 
shall authorize the Chairman of the Governing Council 
to sign it; 


3. That the Governing Council shall submit to ECLA, 
prior to its 1966 session, a proposal designed to ensure 
the continuity of the Institute, in accordance with the aims 


referred to in paragraph 7 of ECLA resolution 199 (IX) ; 


4. That the Director-General of the Institute, after prior 
consultation with the Governing Council, shall reach agree- 
ment with the Executing Agency and the United Nations 
Special Fund on any change in the budget contained in 
the Plan of Operation of the Special Fund project; 


9. That, as long as the Special Fund contribution con- 
tinues, the Director-General of the Institute, in addition 
to reporting to its Governing Council, shall report directly 
to the Executing Agency in accordance with the provisions 
of the Special Fund project; 


6. That the Director-General may also request the co- 
operation of the Resident Representatives of the Technical 
Assistance Board, who are also programme directors of 
the Special Fund, in regard to the provision of such 
training and advisory services as may be agreed upon with 
the Governments concerned; 


7. That, for the purpose of furthering the aims of the 
Institute, the Director-General may, in consultation with 
the Tripartite OAS/ECLA/IDB Committee, consider what 
co-operation might be afforded by these organizations with 
respect to any requests that Governments may make for 
training and advisory services; 


8. To urge the Latin American Governments to submit 
to the United Nations Special Fund separate requests for 
advisory services, as provided in paragraph 5 of document 


E/CN.12/AC. 50/7. 
3, FIRST SESSION OF THE GOVERNING COUNCIL 


The Governing Council of the Institute met for the first 
time in New York, on 7 and 8 June. The session opened 
under the chairmanship of the Director-General of the 
Institute, Mr. Rail Prebisch — specially appointed to that 
post by the Acting Secretary-General of the United Nations 
— and was attended by all the members of the Council and 
by representatives of the staff of the ECLA secretariat, the 
United Nations Special Fund and the Bureau of Technical 
Assistance Operations. Mr. Placido Garcia Reynoso and 
Mr. Celso Furtado, both members of the Council, were 
elected Chairman and Vice-Chairman, respectively, of the 
Governing Council of the Institute. The Council decided 
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that the Advisory Committee, which was to collaborate 
with the Director-General on a permanent basis, should 
at first be composed of representatives of the ECLA 
secretariat, of the Inter-American Development Bank and 
of the Organization of American States, leaving open the 
possibility of other organizations being invited to appoint 
representatives to serve thereon whenever it might prove 
most advisable. 

Most of the session was taken up with discussion of the 
Institute’s Work Programme for 1962-63, as proposed by 
the secretariat. After the adoption of this programme, the 
members of the Council put forward suggestions as to 
how the activities of the Institute during its first two 
years in operation might best be planned and organized. 

The session also noted and adopted the Plan of Opera- 
tion establishing the terms on which the United Nations 
Special Fund will participate in the project, as the Insti- 
tute’s principal source of financing. The Plan of Expend- 
iture for 1962-63 was likewise adopted. 

In the course of the discussions, Mr. Felipe Herrera, 
representative of the Inter-American Development Bank 
on the Governing Council, requested that his appreciation 
of the nature of the work programme presented to the 
consideration of the Council, and the congratulations due 
to the Director-General and his collaborators, be formally 
placed on record. His remarks were seconded by Mr. 
Jorge Sol, Under-Secretary for Economic and Social 
Affairs of the Organization of American States, who also 
reaffirmed the Inter-American Economic and Social Coun- 
cil’s decision to accord the Institute its fullest co-operation, 
in particular by strengthening the financing of fellowships 
for the training programme. 

The Governing Council decided to hold its next session 
at Santiago, Chile, not later than 15 December of the 
current year. Subsequently, in the presence of the Acting 
Secretary-General of the United Nations, the Plan of 
Operation agreed upon with the Special Fund was formally 
signed, as was also the agreement with the Inter-American 
Development Bank under the terms of which the latter 
will contribute to the financing of the Institute. 


4. Work PROGRAMME FOR 1962-63 


The work programme covers the three fields on which the 
Institute will concentrate its attention, ie., the training 
of Latin American experts in economic development, tech- 
nical assistance to Governments in the preparation of eco- 
nomic and social development plans, and research on 
planning techniques. 


(a) Training 


The Institute plans to continue and expand the training 
programme which ECLA and BTAO have been carrying 
out up to now on a joint basis. The idea underlying this 
programme has always been the conviction that the con- 
tribution to economic development which the various 
Governments are called upon to provide can only be the 
result of co-operation among specialists in a very wide 
range of subjects, It therefore seems essential that this 
team of experts should be imbued with a unified concept 
of the major problems and procedures of economic pro- 
gramming, so that they can understand one another’s 
point of view, give due weight to the various aspects of 
one another’s contribution, and turn them to the best 
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possible account in the pursuit of common objectives. It 
was felt that such a unity of concepts and _ interests 
constituted the most efficacious instrument for the smoother 
co-ordination of decisions in the field of public action, 
and experience has more than once corroborated this 
belief. The mixed groups of economists, civil engineers and 
agronomists who have benefited by the training courses 
held during the past ten years are today making an 
effective contribution to the development of Latin America, 
in government posts, in the universities or through parti- 
cipation in the work of international agencies. j 

A good deal of hard work has been entailed in devising 
means of imparting a homogeneous body of common 
knowledge to specialists from different professional spheres, 
and thus facilitating their approach to the complex prob- 
lems of programming technique. Great efforts have also 
been made to perfect that technique itself by incorporating 
the most up-to-date achievements of the leading academic 
centres throughout the world with due adjustment to fit 
the conditions prevailing in Latin America. In the linking- 
up of the various courses, increasing attention has been 
devoted to the integration of the social and the strictly 
economic factors of development within over-all program- 
ming; furthermore, in view of the interest displayed by 
many Latin American Governments in programming for 
one or several social sectors, it has become essential to 
make special efforts to pave the way for intensive con- 
centration on such spheres of action, some of them entirely 
unexplored. 

The 1962-63 work programme falls into three main 
sections: 


(a) The Santiago course, which lasts for eight months, 
and is open to workers of professional standing 
from all Latin American countries who have 
worked on matters connected with economic devel- 
opment and have consequently acquired a certain 
degree of maturity of mind, practical experience 
and official responsibility ; 

(b) Intensive courses, of three months’ duration, given 
in the capitals and other important cities of the 
countries members of ECLA — at the request of 
the Governments concerned and on the basis of a 
special agreement with BTAO — and intended 
primarily for the nationals of the country where 
they are held, although this in no way precludes 
the possibilities of their being attended by persons 
of other nationalities; 

(c) Special three-month courses at Santiago, Chile, 
which will deal with public health programming 
(in co-operation with the Pan American Sanitary 
Bureau) and educational programming (in co- 
operation with UNESCO and the ILO) ; these are 
principally designed for a specific type of profes- 
sional worker in Latin America with some expe- 
rience and responsibility in the sectors concerned. 


The Santiago course constitutes the basis for all the 
other activities. It aims at combining the elements of 
analysis for planning purposes at a high theoretical level 
with practical instruction on procedures for preparing 
diagnoses and projections and on the formulation of 
economic policy systems. 

The Santiago course was completely reorganized during 
1960, and that of 1961-62 was therefore the first to be 


given in line with the new policy. The annual number of 
participants rose to sixty; the time spent on teaching the 
basic subjects was reduced to four months, and the basic 
training common to all the participants was supplemented 
by a diversified stage of four months’ duration, the aim 
of which was to train specialists in five aspects of pro- 
gramming: 


Over-all economic development programming; 
Budgetary and financial programming; 
Industrial programming; 

Transport programming; 

Public works programming, 


The Institute is planning to organize its first course on 
the lines indicated above, increasing the number of par- 
ticipants to seventy or eighty and at the same time 
endeavouring to improve the common training curriculum, 
especially by intensifying the analysis of existing social 
conditions in relation to development and introducing the 
new specialized course in agricultural programming. 

The primary aim of the intensive courses is to enable 
officials currently holding posts to participate without 
having to give up their duties for a long period of time; 
and in order to enable certain high-ranking officials to 
likewise benefit by these courses, they will be invited to 
attend as listeners, without having to prepare discussion 
papers for seminars or sit for the final examinations. The 
five basic subjects in the Santiago course referred to 
above are also the groundwork of these intensive courses. 
But the curricula comprise in addition lectures on the 
particular economic development problems of the countries 
where the courses are being held. 

The specialized courses represent the greatest novelty 
in this year’s programme. They will cover two subjects 
— public health and education — these being precisely 
the field in which the Governments of the region have 
announced their intention of formulating long-term sec- 
toral plans. Hence the urgency of the need to train person- 
nel so as to qualify them to formulate and execute the 
plans in question. 


{b) Technical assistance 


With respect to technical assistance, the Institute will 
continue and expand its active participation in the Advi- 
sory Groups on economic development and planning sent 
to assist Governments that request them. 

In accordance with the Tripartite Agreement between 
OAS, IDS and ECLA, signed in March 1961, the Advi- 
sory Groups are sent out under the joint responsibility of 
the three organizations which together direct the activities 
of these groups through their representatives on the 
Committee. The Committee determines the composition 
of each mission, and the work programme, in accordance 
with the objectives pursued by each Government. It for- 
mulates the general instructions governing the work of 
each mission and supervises its development. Finally it 
approves the reports that each mission is required to pre- 
sent to the Government that requested its assistance. 

The Tripartite Committee, while preserving its functions 
of general direction and supervision, entrusted the exec- 
utive direction of the Advisory Groups to the ECLA 
secretariat; the three organizations are now considering 
how the Institute is to take over from the ECLA secretariat 
the functions of direct supervision. 


The first Advisory Group formed under the Agreement 
was sent to Haiti. 


Haiti 


This Group is now preparing its final report, having 
completed its field work at the beginning of May. The 
general part of the report will include a diagnosis of 
the economy covering the period 1950-61, a section on 
growth prospects, and a two-year plan for economic and 
social development. The second part will deal with sectoral 
problems, and the third part with communications, re- 
gional problems, pre-investment projects, and programmes 
of foreign aid. The report of the Group will be transmitted 
to the Tripartite Committee, which will decide on further 
action to be taken with respect to advisory work in Haiti. 


Uruguay 


The second Advisory Group to be sent into the field 
under the Tripartite Agreement started its work in Uru- 
guay at the beginning of March 1962. The work in 
Uruguay will be divided into two main stages. The first 
will include a systematic collection and analysis of data 
— including the taking of a census, and the preparation 
of a consolidated account covering the public sector and 
of national income accounts. The material produced will 
be used at this stage to prepare a diagnosis of the economy 
which will serve as the bases for economic projections. 
During the second stage the group will assist the Govern- 
ment in establishing planning machinery and in preparing 
both short-term and long-term development plans. Even 
during the first stage a start will be made on some of the 
projection work connected with the preparation of the de- 
velopment plan. In some fields, projections can be made 
as material becomes available from the diagnosis work, 
without waiting for the complete diagnosis. During the 
second stage, special attention will be devoted to discover- 
ing development projects suitable for implementation by 
the private and public sector. Feasibility studies of prom- 
ising projects will then be made. 


The Central American Governments and Panama have 
also asked for technical assistance in programming. The 
first phase of this assistance was a seminar on planning 
techniques held in Mexico, in November and December 
1961, and attended by forty-five experts concerned with 
planning in Central America and Panama. 

A joint OAS/IDB/ECLA Advisory Group set up by 
the Tripartite Committee will assist Central American 
Governments and Panama in the preparation of long- 
term national development plans. The individual national 
plans will have to be co-ordinated with the programme for 
economic integration of Central America, which within 
a few years will lead to the establishment of a common 
market for the region. 


In March 1962 the Government of Paraguay requested 
assistance from ECLA in establishing a central planning 
office. The OAS/IDB/ECLA Tripartite Committee sent 
an exploratory mission early in May, and the final decision 
is about to be taken on the formation of an advisory group 
to provide the necessary technical assistance. 

Before the ECLA, OAS and IDB Tripartite Agree- 
ment was signed, Advisory Groups were operating in 
Bolivia and Colombia through the co-operation of ECLA, 
BTAO and FAO. ae 
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In Bolivia a ten-year national development plan was 
prepared with the assistance of the Advisory Group. It 
has now become necessary to redirect the work of the 
Group in order to concentrate on matters relating to 
the execution of the plan. 

Advisory Group work in Colombia is also reaching the 
stage where assistance is required for the execution of a 
national development plan. The plan was officially adopted 
by the Government on 20 December 1961. The first part 
is already published and contains a diagnosis of the 
economy and an evaluation of its prospects, an outline 
of the 1961-70 programme, a justification of the goals for 
1964, and chapters on demography, balance of payments 
and public finance. 

In addition to providing Advisory Groups for Bolivia, 
Colombia and Uruguay, the United Nations is providing 
the services of individual experts to a number of countries, 
such as Ecuador, Peru and Venezuela. The Government 
of Ecuador has asked for general economists and experts 
in industrial development programming, programming 
techniques, manpower projections and livestock surveys. 
Thus far recruitment has been slow because of the highly 
specialized requirements of the posts. 

The United Nations is providing four experts for Peru: 
one each in budget programming, national accounts, re- 
gional planning and public investment projects. 

In Venezuela experts are being provided in public 
works, industrial programming, national accounts, and 
possibly budget programming. The Government is financ- 
ing these posts under a system of “funds in trust” where- 
by the United Nations Bureau of Technical Assistance 
Operations is reimbursed for expenses incurred in pro- 
viding the experts. 


(c) Research 


The research programme during 1962-63 will of neces- 
sity have to be directed towards supporting the training 
programme. However, the preparation of teaching ma- 
terials with which the research will be concerned will 
have as its main objective the improvement of existing 
techniques and the development of new techniques 
wherever possible. 

Work on these lines will be carried out in the following 
fields: 

(i) Over-all planning techniques, with special emphasis 
on short-term planning within the present structure of an 
economy which may have to undergo basic structural 
changes in accordance with long-term plans and objec- 
tives. 

The Planning Seminar sponsored by OAS, IDB and 
ECLA and held at Santiago in February 1962 indicated 
the need for further study of methods for the immediate 
implementation of development plans, and suggested tech- 
niques such as the use of shadow prices in allocating 
resources, alternative methods to be used when insufficient 
data are available, and so forth. 

The intention is to begin studies on the various insti- 
tutional aspects of planning: the relation between short, 
medium and long-term plans, the establishment of routine 
procedures for planning and organization, and the selec- 
tion of instruments of execution and control. 

(ii) It is proposed to give special attention to the fiscal, 
monetary, budgetary, foreign trade and exchange, and 
financing measures that constitute the instruments of 
economic policy. 
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(iii) With respect to industrial programming tech- 
niques, the work already started in relation to the special- 
ized courses given during the past year will be continued, 
and the Institute will collaborate in the preparation of a 
seminar on industrial programming sponsored by the 
Industrial Development Division of ECLA and the United 
Nations Department of Economic and Social Affairs. 

(iv) A specialized course on agriculture will be given 
for the first time this year; techniques specially adapted 
to the development of agriculture will have to be studied 
and devised. 

(v) Social programming techniques: education, health, 
housing and manpower programming. Specialists in these 
fields will be brought to the Institute to collaborate in the 
study of these techniques. 

(vi) The research now being carried out in other fields, 
especially public works and budget programming, will be 
continued. The Institute will play an active part in the 
Budget Seminar to be held at Santiago in September 
1962 under the auspices of ECLA, the Fiscal and Financial 
Sub-Division of the Department of Economic and Social 


Affairs, and BTAO. 
5. THE CURRENT TRAINING PROGRAMME 


The first Santiago Regional Course for which the Institute 
is responsible was inaugurated on 2 July 1962, and will 
last until 28 February 1963. 

Sixty-two participants were selected from nineteen Latin 
American countries. Most of the fellowships were awarded 
by the United Nations, against national technical assistance 
programmes and in some cases against regional funds 
available for programmes of this kind. The Organization 
of American States (through the secretariat of the Inter- 
American Economic and Social Council), as well as the 
Inter-American Development Bank, also decided to allocate 
fellowships which have done much to enable a relatively 
large number of Latin Americans of professional standing 
to take part in this course. 

Most of the selected participants are officials of their 
respective Governments, and discharge a variety of 
academic and professional functions (they include econo- 
mists, engineers, agronomists, architects, etc.). 

During the first four months, their training comprises 
a programme of common courses, beginning with short 
introductory courses on mathematics and basic statistics, 
and then proceeding to the group of essential subjects 
corresponding to this phase: economic analysis, social 
accounting, economic development, planning techniques, 
economic and financial policy, administrative organization 
and budgetary techniques, preparation and evaluation of 
projects, and other supplementary courses. 

In the succeeding four months, while some of the com- 
mon courses will be continued, the participants will take 
different special courses designed to offer more intensive 
training in particular fields. The present course will 
include opportunities for specialization in over-all pro- 
gramming, administrative programming and_ budgetary 
techniques, industrial programming, agricultural pro- 
gramming, transport programming and programming for 
the public sector. 

Concurrently with the central course in Santiago, the 
programme of intensive courses will also be maintained. 
These courses are held in the interested countries them- 
selves, with the financial support of the Expanded Tech- 
nical Assistance Programme of the United Nations, and 


their approximate duration is three months, Their main 
purpose is to offer local officials an opportunity of parti- 
cipating in the training programmes without having to 
leave aside their official duties for a long time, and like- 
wise to promote closer contact among a relatively large 
number of professionals in the country concerned and equip 
them with a certain level of common training. During the 
current year, courses of this kind have already been given 
in Paraguay and Peru, another in Uruguay is approach- 
ing completion, and others again are shortly to be started 
in Argentina, Bolivia, Brazil and Mexico. 

his year’s programme also includes two special 
courses: one on health planning, under the joint auspices 
of the Institute and the Pan American Sanitary Bureau, 
and the other on educational planning, under the sponsor- 


ship of the Institute, UNESCO and the ILO. The first of 
these will bring together about twenty doctors and engi- 
neers specializing in public health, with the aim of 
extending their training in the formulation of national 
health plans linked to over-all economic and social de- 
velopment plans. The second is intended for high-ranking 
officials, responsible for establishing the general principles 
of educational policy in their respective countries, as well 
as the details of its more concrete practical aspects, and 
the purpose of the course is to familiarize them with the 
concepts, methods and substance of over-all development 
plans, in such a way as to ensure the necessary inte- 
gration of the plans and projects formulated by the educa- 
tion sector and those for which the central planning 
agencies of the various Governments are responsible. 
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THE CREATION OF A UNITED NATIONS ECONOMIC PROJECTIONS AND PROGRAMMING 
CENTRE AND THE TECHNIQUE OF PROJECTIONS 


1. A BRIEF REVIEW OF ECLA’S EXPERIENCE 
WITH PROJECTIONS 


The creation of an Economic Projections and Pro- 
gramming Centre at United Nations Headquarters and 
the discussions that have just been held in New York 
on the technique and objectives of long-term projections 
are outstandingly important events that should be pub- 
licized through the medium of the Bulletin since they are 
closely bound up with the approach to the problem of 
economic development in Latin America and with the 
technical work which the secretariat of the Economic 
Commission for Latin America has been carrying on for 
over ten years. 

In April 1953, when few scientific and no government 
circles had yet accepted these technical ideas, the ECLA 
secretariat submitted to the fifth session of the Commis- 
sion a report entitled Preliminary Study on the Technique 
of Programming Economie Development (E/CN.12/292), 
on which it had been working since 1951. The Commis- 
sion expressed its appreciation of the document, recom- 
mended member Governments to submit it for the 
consideration of the competent agencies in each country 
and drew their attention to the desirability of employing 
the technique of programming. 

ECLA subsequently published a version of this docu- 
ment as the first volume in the series Analyses and 
Projections of Economic Development, under the title of 
An Introduction to the Technique of Programming.’ The 
technique of projections was therefore used in all the 
country studies published as part of that series,” as well 
as in studies of the region as a whole. 

The decision to preface the series of studies published 
on the work that clearly had absorbed much of the ECLA 
secretariat’s attention during the last ten years with an 
analysis of a projection technique for development pro- 
gramming is characteristic of the Commission’s trend of 
thought and illustrates its faith in the value of such an 
instrument for analyses of the economy and of development 
policy in the Latin American countries. 

An Introduction to the Technique of Programming 
recommends a method of projections — applied in that 
study to the region as a whole — which consists essentially 
in analysing the implications of different rates of income 
growth. The scale of internal investment is determined 
by means of the product-capital ratio, the purchasing 
power derived from exports being projected separately. 
Consumption is projected as a function of income and 


1 Sales No.: 55.11.G.2. 

2 The studies published so far relate to the development of 
Brazil (E/CN.12/364/Rev.1) [Sales No.: 56.1I.G.2], Colombia 
(E/CN.12/365/Rev.1) [Sales No.: 57.]I.G.3], Bolivia (E/CN.12/ 
430 and Add.1/Rev.1) [Sales No.: 58.1I.G.2], Argentina (E/ 
CN.12/429 and Add. 1-3/Rev.1) [Sales No.: 59.II.G.3, Vols. I-III], 
Peru (E/CN.12/493) [Sales No.: 59.11.G.2], Panama (E/CN.12/ 
494/Rev.1) [Sales No.: 60.11.G.3], El Salvador (E/CN.12/495) 
[Sales No.: 60.II.G.2] and Honduras (E/CN.12/549) [Sales No.: 
61.11.G.8]. 


where appropriate in accordance with specific social aims. 
Lastly, imports are determined on the basis of total 
purchasing power which, in its turn, is estimated by add- 
ing net capital receipts to exports. Demand for imports 
is calculated as a function of the growth of income and 
its components. After import demand has been compared 
with purchasing power, the scale of import substitution 
implied by the development target under analysis is 
established. The volume and composition of the import 
substitution programme are analysed separately. This 
study can show whether the over-all programme should 
be modified, accepted or rejected. 

The introductory study paid particular attention to two 
points. One was the volume of foreign capital, its bearing 
on the balance of payments and the part that the latter 
may play in the development process, especially during 
the period of transition. The other point concerns the 
import substitution that takes place because income- 
elasticity of demand for imports raises foreign exchange 
requirements beyond the level obtainable from exports 
owing to the relatively low income-elasticity of demand 
for the region’s traditional commodities and other factors 
influencing it. 

Since this preliminary exposition of its views, the 
ECLA secretariat has acquired wide practical experiences 
with projections through its studies of individual countries 
and of the region as a whole. Its experience has undoubt- 
edly demonstrated the value of a simple stock method 
with a very high degree of aggregation for examining 
the implications, possibilities and limitations of alternative 
development hypotheses. It has also shown the necessity 
for any over-all analysis to be complemented by a syste- 
matic method of projections by sectors and specific acti- 
vities. Thus, despite some differences in the way the method 
was applied, a practical projection model in three stages 
was gradually evolved, consisting of: (a) projections with 
a high level of aggregation; (b) sectoral projections 
usually on the basis of an input-output table; and (c) 
projections of specific activities and even of individual 
commodities whenever these are of particular importance 
for the country or the problem under consideration. This 
is a method which works by stages, so that, in progress- 
ing to lower levels of aggregation, information and back- 
ground data are provided at each stage from which to 
assess the feasibility of the programme or the technical va- 
lidity of the projections made during the preceding stage. 

The time has now come to evaluate all this experience in 
order to-systematize it on strictly logical bases in the form 
of a projection model which embodies clear-cut definitions 
of economic development planning and can be supple- 
mented by models for medium and short-term applications. 


2. Unrrep Nations Economic PROJECTIONS 
AND ~ PROGRAMMING CENTRE 


The United Nations General Assembly, at its sixteenth 
session, resolved to co-ordinate the activities of the United 
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Nations in the field of economic projections and _pro- 
gramming, and requested the Secretary-General to establish 
an Economic Projections and Programming Centre.* It 
was therefore decided to create such a Centre in June 
1962 with the following main functions: 


(a) To prepare systematic long-term projections on 
world economic trends; 

(b) To co-ordinate the activities of the United Nations 
in the field of projections and planning in order 
to achieve uniformity of method and put the 
resources at its disposal to the best possible use; 

(c) To provide studies of planning techniques for 
countries with different economic and social sys- 
tems; and 

(d) To provide assistance in such matters through 
the technical assistance programme, and to act as 
a clearing-house for advice and co-operation. 


The Centre will carry out its work in co-operation with 
the secretariats of the United Nations regional economic 
commissions and specialized agencies. It was also recom- 
mended in the General Assembly resolution that sub- 
centres should be established, as appropriate, in the re- 
gional commissions or institutes of economic development 
and planning. 


3. Group OF EXPERTS ON LONG-TERM ECONOMIC 
PROJECTIONS, CONVENED IN NEw York, 
JuNE 1962 


Accordingly, the United Nations Secretariat convened a 
Group of Experts in the second half of June to formulate 
proposals for a work programme on long-term economic 
projections to be carried out by the Programming Centre. 
The members of the Group comprised experts from coun- 
tries with different social and economic systems, from 
industrialized countries and from countries in process of 
development, The technique of projections was fully dis- 
cussed at the meetings of the Group, individual conside- 
ration being given to the characteristics of the techniques 
applicable in countries in process of development, in 
centrally-planned economies and in developed countries 
whose economies are based on private enterprise. 

Among the topics dealt with were three fundamental 
aspects of projections for countries in process of develop- 
ment, i.e.: (a) the general situation with regard to 
statistical and technical information; (b) identification 
of the key economic variables and their functional re- 
lationships within the growth process of developing coun- 
tries; and (c) the formulation of projections for the 
region as a whole and for groups of countries. 


(a) The situation with regard to information in develop- 
ing countries 


Stress was laid on the need to improve and extend 
statistical information in countries in process of develop- 
ment, especially in the field of national accounts, since 
the feasibility and usefulness of projections depend 
mainly upon the comprehensiveness and statistical value 
of the available data. It was felt that a considerable 
additional effort was needed in that connexion in order 
to permit subsequent progress in the work of planning. 


® Resolution 1708 (XVI), 19 December 1961. 
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According to the experts’ report, a major difficulty was 
that of comparing and aggregating economic magnitudes 
in different countries. The group drew particular attention 
to the urgent necessity of obtaining data on income dis- 
tribution, consumer expenditure and price structures, as 
well as technical information on output, labour input, 
materials and capital investment. 


(b) Key variables in projection models for developing 
countries 


The group discussed a clear and comprehensive com- 
mentary by the United Nations Secretariat on the key 
variables that should be included in projection models 
for countries in process of development. The Secretariat 
considered that development possibilities were determined 
by the capacity to import, since capital formation de- 
pended upon imports of those durable goods which were 
just the items not produced in countries with low income 
levels. In such circumstances over the short term foreign 
capital was the available means of coping with the limita- 
tions imposed by the contraction or inadequacy of external 
purchasing power. The long-term solution lay in the 
expansion of exports and the development of domestic 
industry, so as to reduce the dependence of internal invest- 
ment upon imports of capital goods. In that context, the 
United Nations Secretariat pointed out that the same end 
could be achieved by means of a change in the compo- 
sition of imports, brought about through a contraction of 
imports of raw materials, intermediate products or finished 
consumer goods, or through import substitution. 

In other words, if the capacity to import was insufficient 
for the attainment of a given — and realistic — rate of 
growth, the only way open to the countries concerned 
was to attract foreign capital and replace imports by 
domestic production. Purchasing power in its turn was 
dependent upon external factors, namely, demand in other 
countries and world market prices. 


(c) Recommendations by the Group of Experts 


The Group of Experts suggested that projections for 
the world economy might serve the following purposes: 


(i) To provide countries with useful data for the 
preparation of projections and the framing of 
their own national development policy; 

(ii) To explore the compatibility of national plans, 
and, in particular, to evalute the rates of growth 
established as targets; and 

(iii) To furnish background data for the formulation 
of international policy. 


The Group of Experts found in its report that projec- 
tions constituted a powerful analytical instrument for the 
study of the less obvious implications of policies, and for 
the determination of development possibilities and limi- 
tations. 

With regard to methodological studies and data require- 
ments, the Committee suggested that the United Nations 
might make a valuable contribution by stimulating and 
co-ordinating the compilation of data, and that, further- 
more, study should be devoted to technical methods — 
including the construction of input-output tables and 
mathematical models — as well as to the improvement 


and expansion of statistics in countries in the process of 
development. 

Lastly, attention should be called to the recommenda- 
tion in the experts’ report to the effect that the United 
Nations should analyse the effectiveness of various methods 
of modifying a country’s economic structure. 


4. CREATION OF THE Unitep Nations Economic PRoJEC- 
TIONS AND PROGRAMMING CENTRE, AND DEVELOPMENT 
PROBLEMS IN LATIN AMERICA 


The bare outline of the development problem, and the 
considerations on the application and usefulness of the 
technique of projections, formulated on general lines at 
these meetings of the Group of Experts for areas in the 
process of economic development throughout the world, 
are applicable to the Latin American environment and 
basically identical with the concepts that ECLA has grad- 
ually formulated and applied in its work of analysis and 
programming in co-operation with the Latin American 
countries. Emphasis need only be laid on two aspects of 
special concern. One is the need to supplement and 
combine long-term projections with medium and short- 
term projections, especially from the standpoint of the 


use of this technique not as a means of making forecasts 
or conditional predictions, but as a planning instrument. 
The other is connected with projections for the region as 
a whole, when consideraticn is being given to ways and 
means of establishing economic integration, common mar- 
kets, or free-trade areas, In this case, obviously, changes 
are introduced in certain substantive aspects of the basic 
approach to projections for individual countries. 

There can be no doubt that a vast work programme 
lies ahead of the newly-formed Economic Projections and 
Programming Centre in connexion with the integration, 
co-ordination and formulation of projections at the world 
level. All this will be extremely useful for countries like 
those of Latin America, which are at present engaged in 
drawing up their own development programmes. The 
Latin American countries, in particular, will be able to 
establish their export-trade and balance-of-payments pro- 
jections on the basis of the economic projections for other 
countries and for the world market which the Centre will 
supply, as the outcome either of its own processing of 
data or of the revision and technical integration of the 
data processed by Governments or other institutions. 

Thus, everything would seem to augur well for the 
success of the Economic Projections and Programming 
Centre in the work upon which it is about to embark. 
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THE ACHIEVEMENT OF CO-ORDINATION IN LATIN AMERICAN TRADE POLICY: 
RELATIONS WITH THE EUROPEAN ECONOMIC COMMUNITY 


Analyses and recommendations of the group 0} consultants convened by the ECLA secretariat 


In compliance with several resolutions of the Commission and its Trade Committee,! and with a view to discussing 
the repercussions on the foreign trade of the Latin American countries of specific measures adopted by economic groups 
in other parts of the world, the secretariat convened a series of consultations on trade policy at the headquarters of the 
Commission, Santiago, Chile, from 23 July to 7 August 1962. 

The consultants invited by the secretariat to attend the meetings in a personal capacity, were Mr. Pedro Daza, 
Under-Secretary for Foreign Affairs of Chile; Mr. José Garrido Torres, Director on the National Economic Council of 
Brazil; Mr. Adalbert Krieger Vasena, former Minister of Finance of Argentina; and Mr. Julio A. Lacarte Muré, Ambas- 
sador of Uruguay to the Federal Republic of Germany and representative of his country to GATT (General Agreement 
on Tariffs and Trade). 

The report of the consultants, as submitted to the Executive Secretary of ECLA for consideration, is reproduced 
below with the following letter of transmittal. 


LETTER OF TRANSMITTAL 
Santiago, 7 August 1962 


Mr. Rail Prebisch, 
Executive Secretary of the 
Economic Commission for Latin America 


Santiago 
Sir, 


We have the honour to refer to your invitation requesting us to form a group of consultants to study the outlook 
for trade relations between Latin America and Europe and a procedure for “consultations on the possible repercus- 
stons of the European Common Market’ (resolution 121 (VII) of the Commission, 27 May 1957), as well as “the prob- 
lems of trade relations with countries or groups of countries in other parts of the world” (resolution 11 (III) of the 
Trade Committee, 10 May 1961). 

While not overlooking other regions, we have been led by force of circumstances to concentrate our attention on the 
development of the European Economic Community (EEC), both with its present membership and in the form it may 
assume as and when new countries join it. 

First of all, we deem it appropriate to recall in this context that in April 1958, on the occasion of the signing of 
the Rome Treaty, the Governments members of EEC submitted a memorandum to the Latin American Governments 
with a view to establishing constructive relations with the countries of this continent in respect of the possible repercus- 
sions of the Treaty. It is worth while to call attention to one or two paragraphs of this document: 


«| .. The Community considers that the misgivings of certain Latin American countries, aroused by the de- 
cisions taken by the six member Governments, are based on a misunderstanding. In order to dissipate such mis- 
givings, it therefore considers it advisable to recall certain fundamental principles which inspired the six Govern- 
ments during the negotiations prior to the signing of the Rome Treaty, and also to suggest that there should be 
an exchange of opinions with all the Latin American countries to which the Six are linked by traditional bonds.” 
“< _. The progressive raising of the standard of living (of the peoples of the Community) should be reflected in @ 
steady expansion of trade with the rest of the world and especially with countries that supply raw materials, among 
which those of Latin America are pre-eminent. For several reasons, it may be expected that any trade expansion 
on the part of the European Economic Community will have to be directed very specially towards Latin America.” 


After putting forward other points, which are touched upon in the attached report, the document in question con- 
cluded with the statement that the problem of economic, financial and trade relations among the six countries of EEC 
and Latin America as a whole was being studied with the closest attention in the Community’s institutions, and that 
these institutions considered it of supreme importance that the problems involved should likewise be studied by the 
corresponding bodies in Latin American countries, with a view to collation of the results in the near future, if possible 


before the end of the year 1958. 


1 th uti dated 19 June 1950 on trade with Europe; 101 (VI), dated 15 September 1955, on the creation of the Trade 
Pet: 121 (VII), dated 27 May 1957, on repercussions of the European Common Market and establishment of a consultation 
procedure; and 11 (III) of the Trade Committee, dated 10 May 1961, on multilateral economic co-operation. - 
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This declaration, made more than four years ago, was carefully studied by the Latin American Governments, but 
in practice each country preferred to take individual action, which differed in scope, continuuty, geographical area, 
timing and effectiveness. eo 

Now EEC has just approached Latin America once again. It is impossible not to welcome with interest and satis- 
faction the document issued a few days ago, in which the following announcement appears: 


“| In view of the long-term prospects opened up by the Alliance for Progress and the initial stages of the 
establishment of a Latin American common market, the Community feels that it should adopt a unified attitude 
towards Latin America in order that this region, in its struggle to achieve integration and progress, may benefit 
by the help and experience of a Europe which has had to tackle similar problems.” 


In the same document the Community declares its intention of making a thorough study of the Commission’s report 
on relations with Latin America, after the summer recess in Europe. 

This interest and concern coincides with the increasing importance that is being attached in Latin America to all 
matters bearing on relations with EEC — an attitude that has just found new and valuable expression in the visits to 
the member countries of EEC and to the United Kingdom made recently by Mr. José Antonio Mora Otero, Secretary- 
General of the Organization of American States. 

Since 1958, EEC has developed to a remarkable extent, and the question now arises whether the Latin American 
Governments are still desirous of confining their action to the unilateral plane on which each has been individually 
operating, or whether the time has not come for them to join forces as soon as possible in pursuance of a common prin- 
ciple more in keeping with present circumstances, and laying proper emphasis on the benefits likely to accrue from 
the co-ordination of effort and from mutual support. 

A backward glance over past events would seem to suggest that the Latin American cause might have been better 
served if co-ordination of its policy with EEC, and, hence, with other parts of the world, had been aimed at from the 
very outset. However, it is not yet too late for joint action in line with the proposals put forward by the Community 
in 1958 and with the more recent document referred to above, or for that matter with the experience acquired in the 
last four years and the demands of the present situation, which are clearly evident from an objective analysis of the 
facts. 

This is, in essence, the topic discussed in the appended study, which in our capacity as consultants invited by ECLA 
on a personal basis, we have had pleasure in drafting in compliance with your request. We hope it will reflect the real 
situation in respect of Latin America’s trade policy and contribute to an early solution of a problem whose implications 
extend beyond our frontiers and affect the whole of the western world. 

To this end, we consider that the extremely useful report by the secretariat entitled Recent Developments and 
Trends in Trade with the European Economic Community, which we have had before us and which will very shortly 
be transmitted to our Governments, constitutes an indispensable supplement to the present study, because of the detailed 
information it provides and the directness of its approach to the problems concerned. 

We wish to place on record our satisfaction at having been able to consult the representatives of Governments on 
the Standing Executive Committee of the Latin American Free-Trade Association (ALALC), which, in response to your 
invitation, held meetings at Santiago concurrently with our own. These exchanges of opinion have undoubtedly helped 
us to acquire a clearer understanding of Latin America’s current economic problem, as well as to plan the attached 
report on sounder lines. 

__In expressing our special thanks for all the kind assistance given us by the ECLA secretariat in every respect that 
might conduce to the success of our work, and particularly by Mr. Esteban Ivovich, Director of the Trade Policy Divi- 
sion, we have pleasure in availing ourselves of this opportunity to renew the assurances of our highest consideration. 
(signed) Pedro Daza, José Garrido Torres, Adalbert Krieger Vasena, Julio A. Lacarte Muré. 
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INTRODUCTION 


THE PROBLEM AND POSSIBLE WAYS OF SOLVING IT 


1. Vis-d-vis the large economic blocks that are being 
formed in Europe, Latin America still presents a disunited 
front. For obvious reasons, and on account of its imme- 
diate repercussions, the European Common Market is of 
outstanding importance for the Latin American countries, 
although this does not mean that the actual or potential 
influence of other groups on our future trade can be 
ignored. 


2. The European Common Market — the European 
Economic Community — is a development of vital signi- 
ficance not only for Europe but also for the rest of the 
world. Generally speaking, the consequences will be highly 
beneficial. As far as Latin America is concerned, however, 
not only will they take time to become apparent, but also, 
in many cases, there is a risk that they may be outweighed 
by unfavourable counter-effects, already discernible, which 
will aggravate the already serious difficulties of structural 
readjustment confronting the Latin American countries. 


3. Foreign trade plays a prominent part in the difficulties 
in question. Latin America is undergoing a period of 
definite regression. In 1937-38 its exports accounted for 
10 per cent of world export trade; in 1961 they re- 
presented barely 6.5 per cent, despite the fact that the 
rate of growth of the Latin American populations in the 
ageregate is the highest in the world. There are several 
explanations of this phenomenon: (a) technological factors 
and changes in consumer preferences, which reduce the 
proportion of final demand represented by primary com- 
modities; (6) measures adopted by some Latin American 
countries which are having or have had a depressing 
rather than an encouraging effect on exports; (c) the 
policy of protecting domestic production and the pre- 
ferential treatment accorded to other suppliers by the 
traditional purchasers of Latin America’s commodities; 
and (d) the enforced liquidation of agricultural surpluses 
on the world market at prices below the cost of production. 


4. Our report relates particularly to item (c), since it is 
the effects of protectionism and preferential treatment 
that most concern us at the present time. These effects 
are clearly evident in the economic relationships between 
Europe and Latin America. In 1934-38, purchases effected 
by the members of the European Economic Community 
represented over 11 per cent of Eurpean imports from 
the Latin American countries; in 1960 the corresponding 
proportion amounted to hardly more than 6 per cent. 


5. This serious relative deterioration is in danger of being 
aggravated by the establishment of the European Common 
Market, and might mean a dead loss in the case of certain 
commodities. Western Europe, the leading purchaser of 
wheat, is planning to achieve self-sufficiency at high costs, 


and may perhaps become an exporter, although on the 
basis of subsidies; and the same might take place in 
respect of meat and other temperate-zone products. In 
the case of tropical commodities, the loss to Latin America 
will derive from the development of production in the 
African countries associated with the European Common 


Market. 


6. An all-embracing policy dictated by a spirit of soli- 
darity could do much to mitigate these dangers, which 
are not in any way inherent in the European Common 
Market, but are adventitious phenomena and could be 
remedied without affecting the essence and the objectives 
of the Common Market. If the problems arising are to be 
forcefully propounded to Europe and an effective solution 
devised, the Latin American countries must join forces, 
must co-ordinate their action. The aims of the Alliance 
for Progress must be extended to the field of trade policy, 
and this regional co-ordination must be properly organ- 
ized. Such is the gist of the recommendations for Govern- 
ment action which we have ventured to formulate in the 
present report, both in relation to the need to reconcile 
our own trade policies and as regards the machinery for 
negotiation with economic blocs abroad, beginning with 
EEC. We would also urge that a similarly unified en- 
deavour be made to influence the course of world develop- 
ments affecting interests that are vital for Latin America. 
These developments clamour for speedy action; too much 
time has been lost for further delays to be admissible. 
Hitherto the Latin American countries have all acted 
on their own, and no collective response has yet been 
made to the note transmitted to us by EEC, also col- 
lectively, in 1958. 


7. It is not only traditional exports that are involved. 
Europe, like other great world centres of industry, could 
make a powerful contribution to the development of Latin 
America if it helped us to develop our industrial exports 
by means of liberal customs treatment and measures of 
technical and economic co-operation calculated to serve 
as an incentive to the industries concerned. 


8. The solution lies in new patterns of international trade, 
based on the expansion of trade in industrial commodities 
which, without prejudice to the traditional trade flows, 
will supersede the outdated system of an international 
division of labour between industrialized countries and 
countries producing primary commodities. 


9. This is a structural solution, like the basic solution for 
Latin America’s problems in general: reforms at home, 
in the economic and social fields, and reforms in the pat- 
terns of external trade. This is the significance of the 
efforts initiated recently to establish the Latin American 
common market, 

We cannot hope to surmount the formidable difficulties 
attendant upon our economic growth without the common 
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market as a basic factor in these radical reforms. This 
is Latin America’s major problem. And it will have to be 
solved in the next few years: under what political and 
institutional auspices, depends largely upon the scope 
and direction of international co-operation. 


10. In this connexion, the Alliance for Progress marks 
the launching of a new policy. It will have a long and a 
difficult course to steer, and the share in the responsibility 
to be assumed by the members of EEC has not yet been 
assigned. We should like to see Europe participating on a 
large scale, with public funds as well as private capital, 
in the financing of Latin American development plans, 
either by joining the Alliance, or through its own ma- 
chinery. We should like to see Europe giving its technical 
and financial support to Latin America’s efforts in relation 
to the regional common market. Such possible financial 
co-operation would not obviate the need to seek a way 
out of the twofold trade-with-Europe dilemma, an exces- 
sive degree of protectionism (at present institutionalized 
in the shape of a common agricultural policy which will 
cover all temperate-zone products, including meat and 
grain), and the preferential tariff treatment applied to 
tropical commodities (coffee, cacao, bananas and so 


forth) which could conceivably be extended to other 
products. 


11. The combination of measures in these two fields is 
of decisive importance, Not only is the rate of economic 
and social development of the Latin American countries 
at stake, but also the future policy of the Latin American 
common market — whether it is to be pre-eminently a 
self-contained effort or whether by offering opportunities 
to goods of external origin, it will become an active 
instrument of international trade. Nor does all this apply 
merely to immediate trade problems. Latin America must 
also look ahead and make ready to play its future part 
in overcoming the difficulties that are bound to arise, in 
relation both to basic commodities and to other aspects 
of world economy. 


12. The solution of our Latin American problems, in 
these as in other spheres, will have to be essentially Latin 
American. But we form an integral part of a culture 
whose lofty values it is our duty to cherish and preserve; 
and the formula ultimately adopted for dealing with the 
profound structural crisis in Latin America must not cut 
us off from Europe. 


I. GENERAL COMMENTS 


13. Perhaps the most serious cause for concern at present, 
as far as the economic progress of Latin America is 
concerned, relates to the possible consequences of EEC’s 
declared trade policy. The Community comprises. some 
of the traditional markets that are of greatest importance 
for Latin America; but the latter has had difficulty in 
maintaining its position among their suppliers, owing to 
the existence of various kinds of restrictions which for 
some time have been adversely affecting Latin America’s 
exports of primary commodities. Mention may be made 
of import restrictions, the policy of agricultural subsidies, 
internal taxes, the increasing tendency for natural products 
to be ousted by synthetic substitutes, and the discrimi- 
natory imports treatment meted out by the metropolitan 
countries in favour of the territories with which they 
are associated in one way or another, 


14. The Latin American countries, which are extremely 
dependent upon their foreign trade and have not yet 
achieved a reasonable degree of stability in their foreign 
exchange income derived from non-diversified production 
nor satisfactorily remodelled their economic structure, 
are now awakening to the possibility of imminent aggra- 
vation of the difficulties hindering the implementation of 
their development programmes, and realizing that in the 
future they may not even be able to defray the cost of 
their regular imports. 


15. There are many signs that the adverse effects referred 
to might be aggravated, either as a result of measures to 
promote the proposed consolidation and expansion of the 
agricultural subsidy system in the territory of the Euro- 
pean Common Market, or through a widening of the 
margin of preference conceded by the latter to the asso- 
ciated African economies and extension of the geogra- 
phical range of application of this preferential treatment 
to new trade areas. The outlook might become still less 
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promising if the current negotiations of the United King- 
dom and the British Commonwealth with EEC were to 
prove successful and other European countries also joined 
the Community. 


16. The establishment of the European Common Market 
constitutes the most significant event of our time. It 
sprang from a long-standing and magnanimous desire for 
integration which prospered in the propitious climate 
ereated by certain political and economic factors in the 
post-war period; and it is of vital importance by virtue 
of its potential contribution to peace and progress in the 
world as a whole and particularly in the West. If the 
aim pursued was to reap the benefits of a rational division 
of labour, EEC might logically be expected to make the 
very most of the resources available within its own ter- 
ritories. The resultant rise in income should be reflected 
in a substantial increase in the Community’s imports from 
the rest of the world, including its purchases of raw 
materials and foodstuffs from Latin America. 


17. However, such a natural outcome of the process — 
that is, of the implementation of the principles of pro- 
ductivity and returns on investment inherent in the notion 
of the Common Market — seems to have been frustrated 
in practice by the expansion and consolidation of agri- 
cultural protectionism in Europe, to the detriment of 
exports of temperate-zone primary commodities. The same 
might be said of the establishment of the economic as- 
sociation with former African colonies, whose output 
consists mainly of tropical products. 


18. No blame could attach to EEC for wanting to honour 
its commitments vis-a-vis the less-developed African coun- 
tries. On the contrary, such an attitude would be entirely 
laudable. But it is quite a different matter to adopt a 
policy which may prove damaging to Latin America with- 


out sufficient evidence of the intention of compensating 
this region adequately for the loss it will suffer, or offering 
co-operation in bringing about its transition to a more 
advanced stage of development, for which it is already 
ripe. 


19. These are the results that may derive — perhaps in 
the fairly near future — from the heavy investment in the 
African continent and from the application of the latest 
techniques in the exploitation of its rich and varied natu- 
ral resources, with the assistance of cheap and equally 
abundant labour. If the mere conjunction of these factors 
alone is calculated within a few years’ time to lead to 
costs and prices that will be hard to match, in the mean- 
while, during the period of transition, it will also be 
impossible for Latin America to compete in a vast con- 
sumer market with immense purchasing power, such as 
that of EEC, since this market will be virtually reserved 
for specific African exports, if so discriminatory an instru- 
ment as tariff preferences is applied. Again, the growing 
supply of primary commodities from Africa is unlikely 
to be confined to the European Common Market, since 
it is already making its presence felt today in other mar- 
kets of equal importance for Latin America. 


20. The Latin American region is faced with a prospect 
which cannot but arouse grave misgivings. To judge from 
the results of the bilateral negotiations concluded by some 
Latin American countries with the Governments members 
of EEC, the latter perhaps over-estimate Latin America’s 
powers of recuperation in the face of the possible reper- 
cussions of these developments. Yet it is logical to assume 
that an aggravation of manifestly unsatisfactory condi- 
tions would combine with existing factors making for 
violent economic and social crises to jeopardize the politi- 
cal institutions of democracy. 


21. Thus there emerges, in the broadest sphere of inter- 
national relationships, an inescapable need to reconcile 
the policies pursued in different regions. The principles 
of economic co-operation and general prosperity which 
all Governments endorse must necessarily find expression 
in practical measures which do not benefit any one area 
at the cost of another. Clearly, these idealistic aims will 
be imperilled to the extend that the adjustments that are 
being introduced prove damaging to the legitimate inter- 
ests of any particular region. What possible course is 
there for Latin America to follow in a world which seems 
to be on the threshold of a new economic order, based on 
the formation of large regional markets? 


22. Unquestionably, Latin America too will have to pur- 
sue the path of its own ulterior integration and endeavour 
to counteract, by the economic fusion of its markets, the 
political disintegration it has undergone in the course 
of its history. Awareness of this need already exists, 
although many feel that the process of integration will 
be slow of fulfilment, Its success under the democratic 
system, it is felt, will be conditional upon whether it can 
be shortened by speeding up. But this would only be 
feasible if Latin America’s own leaders and public opinion 
were willing to pool their efforts, and if the more de- 
veloped western nations properly appreciated the situation 
and offered their energetic and effective co-operation. 


23. It is neither necessary nor appropriate to itemize the 


advantages which economic integration would bring to 
the Latin American region. The validity of such integra- 
tion has already been sufficiently demonstrated, and it has 
crystallized into a policy adopted by the Latin American 
Governments in a series of commitments assumed during 
recent years. What is more, it is actually in process of 
implementation, through the agencies recently created, in 
response to a long-felt need for unity, backed up by a 
series of favourable circumstances which include the com- 
plementarity of Latin America’s natural resources. Endo- 
genous elements conducive to integration have always 
existed, although they have long been counteracted not 
only by political factors and a sporadic economic develop- 
ment directed outward under the influence of overseas 
interests, but also, more recently, by an industrialization 
process which as a rule, far from being the outcome of 
smoothly co-ordinated plans, has been dictated by the 
imperative need for import substitution. To these are 
now added exogenous factors, notably those deriving from 
the world trend towards regionalism — that are inevi- 
tably reflected in the composition and direction of inter- 
national trade flows. 


24. It is therefore urgently necessary that we make ready 
for the transition to higher stages of economic and social 
development, setting up clearly-defined targets and equip- 
ping Latin America properly, at the internal and the 
external level alike, so as to attain them as quickly as 
possible. Is this a plan to make Latin America self-sufh- 
cient, to achieve industrialization in such a way as to 
sidestep its trade with the rest of the world? Of course 
not, Latin America’s integration and industrialization 
are not merely compatible with the expansion of foreign 
trade, but require it as a means to their successful achieve- 
ment. The solution of this problem basically depends 
upon the attitude adopted towards Latin America by the 
large economic blocs formed among the industrial centres. 
If these boldy admit Latin American exports, in the case 
of both traditional commodities and the region’s develop- 
ing export trade in industrial products, the Latin Amer- 
ican common market will evolve outward, and this will 
involve reciprocal advantages. If, on the other hand, the 
prevailing trends in the regional blocs of the great centres 
veer towards self-sufficiency and the restriction of trade 
with countries in a weaker position, Latin America will 
find itself compelled to turn the growth of its common 
market inward, extending the industrialization process to 
products which it would be more economic to purchase 
from the great manufacturing centres, in exchange for 
other industrial exports from Latin America. Moreover, 
if only this alternative were left, there would be some 
risk of a recrudescence of bilateral trade patterns on the 
part of the Latin American countries, and they would 
also be forced to seek compensatory preferential treat- 
ment in trade with the United States. 


25. All this would be extremely regrettable at the very 
time when the Government of the United States is taking 
the enlightened course of directing its international trade 
policy towards the expansion of trade on multilateral 
bases. For example, it is proposing to EEC that the latter 
should introduce large-scale reductions in its common 
customs tariff in exchange for import concessions in the 
United States market. Naturally, this action on the part 
of the United States is prompted by the aim of increasing 
and facilitating trade among the whole body of countries 
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to which these concessions would be extended by the 
application of the most-favoured-nation clause. If the 
Latin American countries are in practice to benefit by 
this initiative on the part of the United States and EEC, 
the negotiations will presumably have to cover those 
export commodities which are of real importance for our 
countries: coffee, cacao, wheat, meat, bananas, copper 
and other metal products, and those types of semi-manu- 
factured and finished goods which Latin America can 
contribute to the world’s supply. In short, in a spirit of 
liberal economic co-operation, such as is evidenced in the 
new United States policy, consideration should be given 
to the possibility and desirability of the United States 
securing, through its own tariff concessions, more favour- 
able treatment in the Community for staple Latin Amer- 
ican export commodities, both new and traditional, while 
at the same time continuing to promote the readier access 
of Latin American production to its own market by the 
adoption of appropriate measures. 


26. This general picture would include the support given 
by Latin America to the United States proposal that the 
problem of preferential treatment for tropical commodities 
be solved by the total elimination of European customs 
duties on these items, a step which would place all sup- 
pliers on an equal footing. Latin America, in its turn, 
would have to make tariff concessions of its own as a 
contribution to the attainment of the ends described, 
although — in compliance with the recommendations 
formulated by the GATT meeting at ministerial level in 
November 1961 — total reciprocity would not be required 
of it, because it is still in the process of economic develop- 
ment. The expansion of Latin America’s exports to the 
great world centres, as a result of the concessions accorded 
by these, would by implication involve reciprocity, inas- 
much as there would be a simultaneous increase in Latin 
America’s imports of goods from the industrialized coun- 
tries. 


27, The expansion of Latin America’s export trade is an 
essential requisite for the effective acceleration of the 


region’s rate of economic development. Financial co- 
operation cannot be an alternative to such trade, Further- 
more, if exports failed to increase, the servicing of inter- 
national credits and private investment would encounter 
serious and perhaps insurmountable difficulties in the 
future. Consequently, both the expansion of export and 
a policy of long-term financial co-operation are necessary 
in order to help Latin America to combat the serious 
structural crisis through which it is passing and to ease 
disturbing social tensions.” 


28. It is now acknowledged that the scale of current co- 
operation policy is far from adequate. By way of proof, 
suffice it to mention that the amount of the financial 
contributions received by Latin America barely exceeds 
the cost of the servicing of transactions effected in pre- 
vious years. 


29. There seems to be no doubt that, in view of the great 
prosperity enjoyed by the countries of Western Europe, 
they could play a very active part in the new policy of 
international economic co-operation which has begun with 
the Alliance for Progress. 


30. The foregoing remarks should not be interpreted as 
referring only to an economic operation from which 
reciprocal economic benefits will accrue. The action in 
question will also have vitally important political impli- 
cations, since what is now at stake is not merely the rate 
of Latin America’s economic development, but the institu- 
tional aegis under which this development is to take place 
in coming years. It would be impossible to overlook the 
decided significance of this aspect of the question as it 
concerns our relations with Europe, or its implications 
for the preservation of the great values inherited by 
Latin America as an integral part of western culture. 


* It should be pointed out that this state of affairs tends to 
reduce private contributions — on the increase in the recent 
past — and is causing the expatriation of a considerable propor- 
tion of national capital, thus further aggravating the unfavourable 
conditions already existing. 


Il. DECLINE IN THE RELATIVE IMPORTANCE OF LATIN AMERICA’S FOREIGN TRADE 


31. Latin America’s loss of relative importance in world 
trade has assumed striking proportions, as can be seen in 
detail in the tables and the relevant analysis presented 
below.® It is clear from the data given that Latin Amer- 
ica’s share in total world trade, which represented about 
10 per cent in the pre-war period, has been declining 
over the last ten years at an alarming rate, the decline 
being closely bound up with the aggravation of balance- 
of-payments problems and the intensifications of social 
pressures in most of the countries of the region. Thus, by 
1960 Latin America’s quota of world trade had already 
dropped to less than 7 per cent. 


32. The reasons why Latin America is confronted with 
so disquieting a prospect are of both internal and external 


origin, and will be referred to throughout the course of. 


the present report. But it should be stressed here and 
now that outstanding among these causes are the protec- 
tionist policy in favour of their own domestic production 


® See tables 1 and 3 in this section. 
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being resolutely pursued by European countries where 
our exports have traditionally found a market, and the 
increasingly discriminatory treatment to which the exports 
in question are subjected by these same countries. 


33. Thus, the members of EEC, which before the Second 
World War used to purchase over 11 per cent of their 
total imports from Latin America, have been importing 
less and less during the post-war period of economic 
reconstruction, so that at the present time the correspond- 


ing proportion is barely 6 per cent. Again, whereas pre- 


war trade with the countries that are now members of 
EEC showed balances definitely favourable to the Latin 
American countries, in recent years the region’s credit 
balances have substantially decreased. The same applies 
to Latin America’s trade relations with the EFTA coun- 
tries. 


34, The extent of the deterioration undergone by Latin 
America’s export trade between the pre-war and post-war 
periods, and the marked trend for the worse observable 


So a a 


Table 1 
LATIN AMERICA: TOTAL EXPORTS 


(Fob. values in millions of dollars: share in world and regional totals in percentage terms) 


SS Ss SS SS aR SEU sca: Men-Ememars 


Share of Latin America 
in world trade 


Regional market of destination of Latin American exports 


Latin American 


. Year Total exports United States EEC EFTA Western Europe" 
world ee OSC Py pase en Sor ete wt ate 
exports ; Percent- ; -ercent- j -ercent- -ercent- ent- 
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1951 Pesca s 82 150 7 800 9.5 3 480 44.6 11 150 14.7 1070 13.7 2 220 28 
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LES Se ae 81 700 7 630 9.3 3 610 47.3 1 050 13.8 890 Valse 1 940 295 
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1956..... 102 700 8 650 8.4 3 860 44.6 1 490 ee 995 Ll. 2 485 29 
ROD Te eee. 110 800 8 650 7.8 3 850 44.5 1 460 16.9 1090 12.6 2 550 29 
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Sources: 1928-38: Inter-American Statistical Yearbook. 
1948-60: International Trade Statistics (1960). 


in this process, constitute a phenomenon which cannot 
be a matter of indifference to the western world. 


35. Today the EEC and EFTA countries form the most 
important trade area in the world.* For a quarter of a 
century the proportion of total world imports purchased 
from Latin America has been dwindling; and this relative 
reduction is so significant that it is worth while to make 
a fairly careful study of the figures concerned. 


1. THE GENERAL PICTURE 


36. As can be seen from table 1, in the interval between 
the pre-war period and the present time, exports to the 
United States have significantly increased, except for for- 
tuitous reasons, in the last few years; those to Western 
Europe, on the other hand, although they have also 
increased in absolute terms, have considerably diminished 
as a proportion of the region’s total exports, declining 
from 45 per cent in 1937 and 1938, to 30 per cent in 
1960. 


37. So sharp a decrease in the relative importance of 
Latin America’s trade with the countries of Western 
Europe, especially in view of the fact that in the last few 
years the prosperity of the latter area has been steadily 
growing, calls for comment on aspects of the problem 
from which some idea can be formed of the repercussions 
that this decrease has had and is having on the Latin 
American economy. 


38. As regards the situation presented in table 1, it 
should be borne in mind that, as can be seen from table 


4 EEC’s and EFTA’s purchases from third countries (excluding 
reciprocal trade among their members) amounted to about 19500 
million dollars in 1960. In the same year, the aggregate imports 
of the United States reached a value of 16000 million dollars. 


* Including only the EEC and EFTA countries. 


A in the statistical annex, Latin America’s exports to the 
centrally-planned economies have increased in the last 
five years, rising from 1.4 per cent in 1957 to a little 
over 6 per cent in 1961. 


39. The causes of the marked relative decline in exports 
to Western Europe may be broadly classified as internal 
and external. Among the internal causes, a determining 
factor has undoubtedly been the export policy pursued 
by some Latin American countries, which in actual fact 
has discouraged exports as a result of various practices 
and measures relating to monetary, exchange and fiscal 
matters. At the same time, there have been delays in 
formulating and implementing certain desirable structural 
reforms. Moreover, insufficient attention has been devoted 
to technological progress; in general, the impressive 
advance of modern techniques throughout the whole of 
the post-war period has left little mark on Latin American 
industries, as is shown by a comparison of yields with 
those of other areas. Consequently, Latin American supply 
has lagged behind the changes that have taken place in 
the structure of external demand. The same has happened 
in the sector that makes the biggest contribution to Latin 
America’s aggregate exports — agriculture. The techno- 
logical revolution that has come about in this sector in 
other parts of the world has had far-reaching effects, 
since, apart from the application of scientific advances, 
agriculture has enjoyed the benefit of large-scale invest- 
ment, as well as of credit systems which hive permitted 
much more widespread use of modern equipment and 
implements. In contrast, technological advances have had 
little repercussions on the level of efficiency of Latin 
American agriculture as a whole. 


40. The external causes include those of a technological 
nature already alluded to in connexion with the internal 
causes. Countries in other parts of the world, especially 
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those at more advanced stages of development, adopted 
highly up-to-date methods of production in the period 
immediately following the Second World War, thus at- 
taining increasingly satisfactory productivity coefficients, 
while at the same time rapidly expanding the manufac- 
ture of synthetic substitutes. 


41. Secondly, there can be no doubt that another major 
and decisive factor in the relative reduction of Latin 
America’s aggregate exports has been the markedly pro- 
tectionist and discriminatory policy applied by large in- 
dustrial centres. 


42. Between 1953 and 19605 world exports increased 
by 56 per cent. The increment in this interval was 82 
per cent in the case of the countries of Western Europe, 
30 per cent in that of North America and only 13 per cent 
in that of the Latin American countries. The seriousness of 
the difficulties which this involves for the Latin American 
economy is clearly evidenced in the statistics given. 


2. COMPOSITION OF EXPORTS 


43. The present structure of Latin America’s exports is 
well known; they are composed almost entirely of food- 
stuffs and raw materials. Consequently, there is no point 
in expatiating here on topics that have been analysed again 
and again by various international agencies, particularly 
the question of the vulnerability imparted to the Latin 
American economy by this structure of its imports. 


44, Tables B, C and D in the statistical annex show the 
staple items exported by Latin America to EEC and EFTA 
and their relation to total export figures, in terms both 
of value and of volume. For the sake of clarity, the goods 
concerned are classified in the tables as temperate-zone 
products, tropical products, fuels and mining products. It 
can be seen that Western Europe is a market of basic 
importance for Latin America’s staple export commodities. 


45. By way of illustration it may be mentioned that of 
the value of total exports in 1960, those shipped to Western 
Europe represented the following percentages: wheat and 
maize 55 per cent, meat 76 per cent, coffee 25 per cent, 
cacao 30 per cent, other kinds of grain 56 per cent, peanut 
and linseed oil 92 per cent, and certain kinds of fruit 
(oranges and apples, for example) 69 per cent. As regards 
other products, too, the percentage of the world total ex- 
ported to Western Europe constituted a high proportion, 
in terms both of volume and of value. 


46. On the other hand, Latin America’s export trade in 
manufactured goods is manifestly insignificant at present, 
despite the fact that the economic development of the 
Latin American countries is substantially dependent upon 
the extent to which it may be feasible for them to diversify 
and increase their exports of this type. 


47. Tables E and F in the statistical annex present a 
breakdown of exports by countries, and also illustrate the 
importance of Western Europe as a large market for Latin 
American exports. In the three-year period 1958-60, five 
Latin American countries — Argentina, Bolivia, Chile, El 
Salvador and Uruguay — sold more than 50 per cent of 


_ 5 See OAS/ECLA, Economic and Social Survey of Latin Amer- 
ica 1961, Washington, 18 July 1962, chapters I and II. 
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their total exports to the EEC and EFTA countries, while 
for another five Latin American countries — Brazil, 
Costa Rica, Guatemala, Nicaragua and Peru — the corres- 
ponding proportion represented over one-third of their 
total sales abroad. 


3. THE VALUE OF EXPORTS 


48. It is common knowledge that the value of exports has 
suffered effects of the unfavourable trends in prices ‘of 
basic commodities. In this connexion, a study of the evo- 
lution of trade clearly shows that during the five-year 
period 1957-61 Latin America as a whole was seriously 
affected by the deterioration of world market prices, al- 
though it was not uniform for all products nor attributable 
to the same causes in every individual case. 


49. Table 2 shows that since 1953 Latin America as a 
whole has witnessed a 15-per-cent decrease in the unit 
value of its exports. It also reveals a regrettable setback 
for Latin American interests, inasmuch as the total terms- 
of trade index was only 86 per cent in 1961, and 81 per 
cent if petroleum is excluded (1953=100). 


50. Consequently, in addition to the adverse trends regis- 
tered by export volumes, unit values of total exports 
have also declined in the last few years. Latin America’s 
terms of trade with the rest of the world have likewise 
deteriorated, and the result of all this has been to restrict 
foreign exchange income, which has seriously affected the 
development process and helped to intensify the social 
pressures deriving from the resultant unsatisfactory rate 
of growth. 


4. TRADE WITH WESTERN EUROPE 


51. Table 3 bears witness to the above-mentioned fact that 
the EEC countries which before the Second World War 
purchased over 11 per cent of their total imports from 
Latin America, during the post-war period of economic 
reconstruction imported smaller and smaller quantities of 
Latin American products, so that today the corresponding 
proportion amounts to only about 6 per cent. It should 
also be recalled that pre-war trade with Europe showed 
balances substantially in favour of the Latin American 
countries, whereas at present export and import values are 


Table 2 


LATIN AMERICA: INDICES OF UNIT VALUES OF EXPORTS 
AND IMPORTS, AND TERMS-OF-TRADE INDEX 


(Base: 1953 = 100) 


DR TY 


1957 1958 1959 1960 1961* 


Unit values of total 


CXPOLS ns ects te he 190. 89 83 85 85 
Unit values of exports, 

excluding petroleum. 93 84 78 80 79 
Unit values of imports 103 100 99 99 98 
Total terms of trade . 94 89 84 85 86 
Terms of trade exclud- - 

ing petroleum... 91 84 78 81 81 


SS TL SS BS TE SE 


Sources: United Nations, Monthly Bulletin of Statistics; OAS/ 
ECLA, Economic and Social Survey of Latin America 1961 
(provisional text). 

* Estimates based on statistics for first half of year. 


Table 3 


EEC AND EFTA: IMPORTS FROM LATIN AMERICA, AND TOTAL IMPORTS 
(Cif. values in millions of dollars) 


SS Ss ies MSs? 


EEC’s trade with Latin America 


EFTA’s trade with Latin America 


: Latin ti 

Year Me ealie America’s Imports auntie 
rom = Total from Total 

: percentage : . ercentage 
eet share in total “Ports Latin see in ‘oral imports 

fs A ss rica imports America ipiports 

928. 2 ww. 1 734 12.0 14 500 1 380 10.7 12 905 
1985. oe es 569 15 4 964 547 10.8 5 081 
LEU ee oa et 671 11.8 5 669 566 9.3 6 095 
DEUS eee oe 864 6G 11 234 1016 8.6 11 766 
io cee eee 1183 tal 15 332 eS 8.0 15 974 
955 2. wee 1 329 6.9 19 324 1038 5.8 17 906 
25 Tek ries o rxcut 1827 ie 24 929 1395 7.0 20 055 
iM NT eee 1568 6.8 22 991 1 220 6.5 18 851 
iS eer te ae ae 1 637 6.7 24 349 1 259 6.3 20 036 
TOG ee. ee oe 1812 6.1 29 666 1 269 5:0 23 101 


TOG Stes — 


SS SLT OR EA CS RY A TS PPS MSE MRT SAY PAYS TEC AS YT 
Source: United Nations, International Trade Relations Section. 


tending to be about even. A rapid decline in credit bal- 
ances is also apparent in trade with the EFTA countries. 


5. SOME CONCLUSIONS 


52. The importance of the sharp deterioration in Latin 
America’s foreign trade suggests that emphasis should be 
laid in these conclusions upon certain facts to which some 
allusion has already been made. For instance, it must be 
reiterated that between 1953 and 1960, world exports 
increased by nearly 56 per cent. In that interval, the in- 
crement was 82 per cent for the countries of Western 
Europe, 30 per cent for North America and only 13 per 
cent for those of Latin America. Even on the basis of 
comparison with other under-developed areas, it may be 
noted that Africa’s exports increased by 32 per cent and 
those of the Middle East by 82 per cent. Unquestionably, 
therefore, even in the last few years, during which the 
prosperity of the developed countries has steadily in- 
creased, Latin America as a whole is lagging behind in 
respect of the relative expansion of its export trade. 


53. As statistics testify, Latin America’s exports in 1953- 
60 display two fundamental characteristics in relation to 
those of other regions: (a) one of the lowest indices of 
expansion of total exports; (b) the most marked decrease 
in the indices of unit values of exports. In this context, it 
must be pointed out that between 1957 and 1960 the 
11.5-per-cent decrease in the unit values of exports almost 
entirely offset the 13.5-per-cent increase registered in the 
export quantum. This is unparalleled throughout the world, 
if a comparison is made with similar less developed re- 
gions. Although complete statistics for 1961 do not exist, 
the provisional data available indicate that the relative 


stagnation of Latin American exports remains more or less 
unchanged. 


34. The over-all picture of Latin America’s foreign trade, 
and particularly its trade with the countries of Western 
Europe, unfortunately shows that since the Second World 
War the region’s aggregate trade has been steadily dimin- 
ishing in relation to the expansion of world trade. Al- 
though during the last fifteen years Latin America’s 
exports of certain products — petroleum and iron ore, 
for example — have registered a highly significant in- 
crease, the decline in the region’s aggregate export trade 
in relative terms is a heavy clog on the economic develop- 
ment of Latin America. The statistics show that it is 
Europe’s trade with Latin America that is responsible for 
much of the weakening of the latter’s position vis-d-vis 
world trade. The boom enjoyed in recent years by Western 
Europe, and particularly by the EEC countries, has meant 
relatively little for Latin America’s export trade as a whole. 
All this goes to show that the familiar argument to the 
effect that prosperity in Europe directly benefits Latin 
America — an argument similarly adduced in connexion 
with the Marshall Plan — is not sufficiently borne out in 
practice. 


55. In conclusion, it must be repeated that Western Europe 
has increased its imports from other areas during the last 
few years to the detriment of its purchases from Latin 
America, while at the same time it has been practising an 
increasing degree of internal protectionism, particularly 
through quantitative controls and the introduction of sub- 
sidies. This has set limits to the sales opportunities open 
to Latin America’s traditional exports, which, today as in 
the past, are well known to be able to compete in respect 
of both price and quality. 


III. QUESTIONS THAT MUST BE ANSWERED 


1. THE COMMON AGRICULTURAL POLICY 


56. The threats to the future of Latin America’s foreign 
trade would seem to be increased by the certain limiting 
factors, including the possible restrictive effects of appli- 


cation of the rules and decisions relating to EEC’s common 
agricultural policy.® 


® See ECLA, Recent Events and Trends in Latin America’s 
Trade with the European Economic Community (E/CN.12/631), 
section IV, paragraphs 33-50. 
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57. The fact is that in this policy we have a line of 
action resolutely directed towards even greater self-sufh- 
ciency on the part of the EEC countries and the formation 
of exportable surpluses of temperate-zone products, under 
a system of powerful incentives, including subsidies 
from a special fund and movable duties. The forms taken 
by these incentives are such as might undermine the 
competitive position of foreign suppliers, disrupting and 
distorting their export trade. 


58. The repercussions of the common agricultural policy 
could profoundly affect the spirit of solidarity which 
should exist among the countries of the western world. 
It seems imperative for the countries concerned — among 
them the countries of Latin America — to press for a 
change of course, and to do this on the basis of joint 
action, for it must be remembered that the bilateral 
representations made by some countries since 1958 have 
not been successful.? 


59. Again, it may be worth while considering the figures 
presented below on the situation with regard to trade 
in temperate-zone and tropical-zone products. It is gen- 
erally asserted that the EEC countries supply 90 per cent 
of their own requirements in respect of temperate-zone 
commodities, but it must be recalled that this has not 
come about through the action of a free import system 
based on a reasonable degree of customs protection. On 
the contrary, during the post-war period and up to the 
present time a highly protectionist policy has been ap- 
plied by the EEC countries, mainly through quantitative 
restrictions, Up to 1958 its maintenance was alleged to 
be necessary on balance-of-payments grounds. Thanks 
to this system, in combination with the subsidies granted 
to agriculture, production of wheat increased by 33 per 
cent during the period 1950-60, that of grain for forage 
by 40 per cent and that of meat by over 50 per cent. 
Unquestionably, a part of these increments was attribut- 


7 The following items appear on the agenda of the Seventh 
FAO Regional Conference for Latin America, to be held at Rio 
de Janeiro in November 1962: 


C. REGIONAL ECONOMIC INTEGRATION AND TRADE 
IN AGRICULTURAL PRODUCTS 


10. Recent developments towards regional economic integration 

and the promotion of common approach to agricultural policies 

Consideration of progress already made under both the Latin 
American Free-Trade Association and the Central American 
Economic Integration Programme will be important, particularly 
in order to clarify the short and long-term effects of these 
arrangements on intra-regional agricultural trade. Under this 
item the steps to be taken towards the co-ordination of agri- 
cultural production policies between countries of the region, in 
order to accelerate the process of regional economic integration, 
will also be discussed, 

11. Prospects and problems of Latin American export crops 

It is proposed that under this item the Conference should 
review the situation, outlook and problems of the major export 
crops of the Latin American region. In addition to a review... 
of recent inter-governmental consultations concerning these com- 
modities, it is intended that the Conference should examine the 
longer-term prospects (up to 1970) for international trade in 
some of the major agricultural commodities... (in the light of 
a relevant FAO study). 

12. Developments in economic integration in the European 

Economic Community and their impact on Latin American 

agricultural trade 

On the basis of an FAO Commodity Policy Study, Agricultural 
Commodities and the European Common Market, it is intended 
to review developments aiming at economic integration in the 
European Economic Comunity and to consider their implica- 
tions... for trade in Latin American agricultural commodities. 
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able to technological progress, but they would never 
have been achieved without the application of wholesale 
protectionist measures. After 1958, although by then the 
EEC countries were in a position to restore the conver- 
tibility of their currencies and were greatly increasing 
their reserves, they nevertheless maintained their agri- 
cultural protectionism unchanged.® 


60. It would be a mistake to disregard a well-known 
aspect of the structure of world trade, which seems to 
have been forgotten for the moment. For a long time 
specific Latin American countries had a_ pronounced 
credit balance in their trade with Western Europe; this, 
given convertibility, enabled the countries in question 
to purchase goods from other parts of the world, partic- 
ularly the United States, with which they never had 
favourable trade balances, because its agricultural exports 
were similar in structure to their own. 


61. To return to the matter of import restrictions, while 
up to 1957-58 there was some justification for their appli- 
cation by the EEC countries as a device to save means 
of payment, from that date onwards there are certainly 
no valid grounds for their maintenance, since the coun- 
tries concerned have not only stabilized their external 
payments position, but are enjoying a period of remark- 
able prosperity. 


62. There is another respect in which Europe’s protec- 
tionist system has had serious repercussions on exporter 
countries such as those of Latin America. These latter, 
faced with the difficulty of maintaining a foothold in 
markets dominated by protectionism, like those of the 
EEC countries, have been compelled to lower the prices 
at which their products are quoted, thus handicapping 
their own economies and detracting from the resources 
available for the development process. Excessive protec- 
tionism is perhaps the main determinant of the price 
decline, since the untrammelled expression of consumer 
preferences would certainly have had a _ favourable 
influence on international price levels for the products 
concerned. 


63. If the present trend of this protectionist and con- 
trolled agricultural policy in the EEC countries con- 
tinues, it will seriously threaten the economic situation 
of supplier countries. The countries still applying this 
policy must look beyond the EEC area to world trade 
in the aggregate and, within this, to Latin America. If 
producer countries which are naturally fitted to satisfy, 
both now and in future years, a substantial and steadily 
growing demand continue to be faced, as at present, 
with formidable external obstacles to their export trade, 
what effect will all this have on foreign trade and on 
Latin American politics? 


64. The GATT session held in November 1961 devoted 
a great deal of attention to the problem of the marketing 
of basic commodities. The representatives of countries 
whose interests are prejudiced by the protectionist poli- 
cies applied in the large markets of the world made no 


* Since 1959, when the United States began to encounter 
balance-of-payments difficulties, the EEC countries have so sub- 
stantially enlarged their gold and dollar reserves that at the 
present time three of them alone — the Federal Republic of 
Germany, France and Italy — hold aggregate net reserves of 
gold and dollars equal to those of the United States. 


SN lands sae, 


attempt to disguise their uneasiness, and frankly ex- 
pressed their unshakable determination to strive for an 
equitable solution. On this occasion, the then Minister 
of Finance of France, with the support of the other 
members of EEC, formulated proposals culminating in 
a recommendation to the Contracting Parties of GATT. 
In his exposition, he put forward the idea of an inter- 
national organization of markets for agricultural com- 
modities, on the basis of a system of agreements relating 
to specific items, under the terms of which export volume 
quotas would be established for each country at given 
price levels. 


65. In the context of a programme on which only 
sketchy information is available, this suggestion, at first 
glance, raises some very dubious questions for Latin 
America. To begin with, it is inevitably a motive of 
concern that the repeated representations made in inter- 
national circles by traditional exporters such as those 
of Latin America, whose interests are being seriously 
affected by the trends towards self-sufficiency observable 
in the large markets, have met with no response in the 
shape of abridgement of the restrictions and discrimi- 
natory measures currently in force or of an announce- 
ment of the postponement of others whose application 
is contemplated. All they have managed to extort instead 
is a declaration that a system of agreements will be 
studied which will necessarily take several years to prepare 
and implement. Meanwhile, the restrictions, discrimina- 
tory treatment or other measures deriving from EEC’s 
common agricultural policy will increasingly reduce the 
marginal share left to Latin American exporters in sup- 
plying Europe’s requirements, which they have for so 
long helped to satisfy. 


66. From another standpoint, it would be deplorable if 
the present lack of co-ordination of the Latin American 
countries’ trade policies were to lead to unduly precipitate 
acceptance of the idea of the organization of markets. As 
soon as all aspects of the programme have been made 
known and analysed, consideration should be given to 
ways and means of finding a common denominator and 
subsequently, as part of a co-ordinated trade policy, defin- 
ing the position of Latin America as a whole and taking 
action accordingly. 


(a) Temperate-zone products 


67. The foregoing remarks should perhaps be supple- 
mented by demonstrating in some detail the statistical 
justification for the increasing anxiety felt in Latin Amer- 
ica as to the future of the region’s export trade in temper- 
ate-zone agricultural products. 


68. Between 60 and 65 per cent (in terms of value) of 
the exports of those Latin American countries which sell 
primarily temperate-zone agricultural commodities — 
Argentina and Uruguay — goes to Western Europe. Other 
countries — Brazil, Chile, Paraguay and Peru — also 
export some of these products to the same market, although 
the value involved is lower. The following figures show 
the percentages of total Latin American exports of selected 
temperate-zone products which are absorbed by EEC and 


EFTA. 


1959 1960 

EEC EFTA JOSNO VAS br 
Chilled and frozen beef... . 26.5 58.1 20.7 66.9 
Chilled and frozen mutton . . te 76.2 1E5 81.4 
SUT AE NS RNS NAR Sa 19.3 14.1 18.9 15.2 
Maize . AE TA Rey BY 15.6 65.7 9.9 
Linseed oil 74.2 19.1 78.1 12.6 
Hides . Rie, Deve Mee V3.5 5.4 28.5 7.0 
VO lnk ace vee nietetn wells. wane eS 18.1 34.6 21.4 


Source: ECLA, on the basis of official statistics. 


69. As can be seen, the share of EEC and EFTA in total 
exports of the products listed is substantial, although for 
some commodities — mutton, maize, linseed oil and hides, 
among others — one of the markets is a good deal larger 
than the other. Consequently, a study of the situation 
with respect to the various products must take different 
considerations into account, according to the area con- 
cerned, 


70. Attention must now be drawn to certain aspects of 
the marketing of meat, a product significantly affecting 
the balance of payments of some Latin American coun- 
tries; incidentally, a study like that outlined below would 
also have to be made in connexion with other traditional 
agricultural exports. 


71. Meat is Argentina’s principal export commodity, and 
it is equally important for Uruguay. It is also a significant 
item in the foreign trade of other Latin American coun- 
tries. Latin America’s percentage share in the world meat 
trade shows a marked decline, despite the increase in 
world exports of meat. Signs of the downward trend were 
apparent as long ago as the first few years of the previous 
decade, as well as in the period immediately preceding 


the Second World War.?® 


72. The contraction of Latin America’s export trade is 
particularly striking in relation to some of the traditional 
markets. Although in some years this state of affairs 
would sem to reflect, up to a point, a reduction of the 
leading Latin American producers’ exportable surpluses, 
it is chiefly attributable to the fact that the traditional 
meat importers — above all the continent of Europe and 
the United Kingdom,’ upon which Latin America’s sales 
have been basically dependent — have fostered the de- 
velopment of their domestic production by resorting to 
severely protectionist measures, to the detriment of Latin 
America’s export opportunities, although the United King- 
dom does not apply import restrictions of an administra- 
tive type. 


73. Again, the members of EEC have contended that the 
expansion of production in the territory of the Commu- 
nity, both in the present and in the past, equals or exceeds 
the increase in demand, despite the low level of consump- 
tion in some of the countries concerned, the high income- 
elasticity of demand and the estimated rise in income.1* 


® See statistical annex, tables H and I. 

1° Banco Francés e Italiano para la América del Sur, “Le 
marché commun européen et l’Amérique du Sud”, Bulletin, 
January-February 1962. 

11 See the FAO Commodity Policy Study entitled Agricultural 
Commodities and the European Common Market, Rome, 1962. 
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74. According to studies carried out by EEC,” the elas- 
ticity of consumption — especially of beef — continues 
to be relatively great, taking into account the fact that 
the coefficients of income-elasticity of demand for meat 
are over 1.4 per cent in countries where the level of con- 
sumption is low, and about 0.4 and 0.6 per cent in those 
where it is high.4* An FAO study** bears out this opinion, 
inasmuch as it estimates that demand will expand faster 
than production in two of the leading European importer 
countries — the Federal Republic of Germany and Italy. 
These favourable conditions — which were likewise in 
evidence in the past — have not been reflected in a 
growing demand for imports of beef on the part of the 
countries of Western Europe. On the contrary, the tenden- 
cy has rather been to accelerate the application of import 
restrictions and thus encourage domestic production, 
which in some of the countries concerned — France, for 
example — shows costs much higher than those of the 
traditional Latin American meat suppliers. 


75. In these European countries where the level of con- 
sumption is highest — i.e., France and the Netherlands — 
this policy inevitably causes the growth of production to 
outstrip that of internal demand; this creates possibilities 
for an expansion of their beef export trade to supply 
not only EEC countries, but also others outside the Com- 
munity. Nor do the effects of EEC’s import restriction 
policy stop here. Consumer prices have also been affected, 
and are following a steadily rising trend. Not merely 
does this set limits to beef consumption, despite the very 
moderate levels registered; it also leads to the replace- 
ment of beef by other kinds of meat for which relative 
prices are favourable. 


76. In addition the discouraging prospects likely to result 
for these Latin American exports to EEC from the appli- 
cation of the common agricultural policy, there would 
now appear to be other considerations, unfortunately far 
from optimistic, deriving from the possible accession of 
the United Kingdom to the Community. 


77. Table I in the statistical annex affords clear evidence 
of the importance of the British market for Latin Amer- 
ica’s meat sales. Both from this table and from table 1 
above,’® it can be seen that the value of the United King- 
dom’s meat imports is several times greater than that of 
EEC’s total purchases of meat from Latin America. Never- 
theless, the United Kingdom market, like that of the EEC, 
is definitely deteriorating. Whereas in 1934-38 Latin 
America’s exports of meat to the United Kingdom ac- 
counted for 27 per cent of the total United Kingdom 
imports, by 1960 the share had contracted to less than 16 


* Document VI/4270.1/60. According to this study, prepared 
by the Special Committe for Agriculture of EEC, average per 
capita consumption of beef in the EEC territory stands at 18.8 
kilogrammes yearly, the highest level (28.5 kilogrammes) being 
that of France and the lowest (12 kilogrammes) that of Italy. In 
the Federal Republic of Germany the revelant figure is 16.1 kilo- 
grammes. 

*8 A special supplement to the FAO Commodity Review 1962, 
entitled Agricultural Commodities — Projections for 1970 (Rome 
1962), gives the following coefficients of income-elasticity of 
demand for meat in the EEC area: EEC as a whole, 0.7; Belgium, 
0.6; Federal Fepublic of Germany, 0.6; France, 0.4; Italy, 1.4; 
Netherlands, 0.7 
~ 14 Ibid. 

18 See section II, sub-section 1. 
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per cent. A similar reduction has also taken place in 
more recent years.'® 


78. As regards the future of Latin America’s exports to 
the United Kingdom, the following points should be taken 
into consideration: 

(a) The possible adoption by the United Kingdom of 
EEC’s common external tariff and the agricultural policy, 
which would also imply the elimination of duties and 
other restrictions on imports from the rest of the members 
of EEC. Consequently, the United Kingdom market would 
accord preferential treatment to the other EEC countries 
which are or may become meat exporters; 

(b) Any system that may be agreed upon to protect 
the interests of suppliers of the United Kingdom within 
the Commonwealth (Australia, New Zealand, Rhodesia 
and Nyasaland, Canada and others), which enjoy pre- 
ferential treatment in the British market; 

(c) The possible contraction in meat consumption in 
the United Kingdom, if there is a rise in retail prices for 
meat.1? 


79. All these circumstances might still further handicap 
Latin America’s export trade in respect of this important 
item, Its future prospects have been described in a num- 
ber of circles as promising, in consequence of Western 
Europe’s rapid economic growth during the period of 
reconstruction and integration; but, in actual fact, it is 
following a downward trend as a result of a vigorous 
protectionist policy that appears strikingly inconsistent 
with the boom in the economies of the members of the 
European Common Market. 


(b) Tropical products 


80. As regards tropical products, the main problem for 
Latin America nowadays lies in the renewed and increas- 
ing encouragement which EEC is desirous of giving, by 
means of preferential customs treatment, to production in 
the sixteen African countries whose association agreement 
is at present in course of re-negotiation. Furthermore, 
EEC is according them the benefits of substantial loans 
and investment. This aspect of its co-operation with them 
is of course most laudable as a practical expression of the 
wish to contribute to their progress. But preferential 
customs treatment is another matter. This would result 
in the expansion and prolongation of a system of excep- 
tions which the very countries that are now members of 
EEC helped to reduce and eliminate at the time of the 
negotiation of the GATT Charter, to which they acceded. 


81. It should be noted that what is involved is the pre- 
ferential tariff treatment that one or more countries, to- 
day members of EEC, had been granting to one or more 
of their African territories, now independent countries. 
This preferential treatment would be extended to the 
whole of the EEC customs area. The most important case 
in point is that of France, a country closely linked to 


1° See again statistical annex, table I. 

*7 In the FAO report on agricultural commodities and the 
European Common Market, it is pointed out that if the United 
Kingdom were to join the Community on the basis of the principles 
adopted by the latter with respect to agriculture, the prices paid 
to United Kingdom producers for meat and other agricultural 
commodities might not be lower than the present guaranteed levels. 
On the other hand, consumer prices might well rise, which 
would curb the growth of consumption and imports. 


Table 4 


SELECTED COUNTRIES: IMPORTS OF COFFEE 


(Thousands of tons) 


occa 


: United Kingdom France 
1934-38" 19498 1955 = 1958" ~—«1950° —«:1960° 1934-38" 1949" 1955 1958" 1959 1960° 
Rotalimports < «6.2. 22.5 44,7 34.6 44.2 52.8 54.9 184.6 87.5 179.1 189.4 197.0 198.0 
EEC countries and asso- ifs 3.8 2.0 
ciated territories . . 8.8 27.9 26.0 ; 34.4 60.8 120.8 eee regent 
Commonwealth countries 32.8 36.5 34.6 — 0.2 0.8 
Latin America . 11.4 16.7 7.0 8.1 114195 127.4 Do 55D. S81, 44,350 487 
Other countries . .... 2.3 0.1 1.6 1.8 Ta — 22.8 i) Bill 11.3 15.0 10.3 
Federal Republic of Germany Sweden 
1934-38" 1949* = 1955” 1958" 1959°¢ 1960° 1936-38% 1950-524 1955” 1958° 1959* 1960° 
Total imports Sas se CPR 165.8 26.3 120.2 159.7 186.6 199.4 48.9 41.2 oe 63.8 67.9 Osis} 
EEC countries and asso- 
ciated territories . . Zao hs} 3.5 0.1 0.1 — 
2.4 il 13.6 1.0 1.5 1.3 
Commonwealth countries 23.5 24.7 22.6 1.4 1.4 Pail 
Latin America . 159.3 wow, 102.1 132.1 W575 170.5 45.7 39.2 50.3 60.2 64.5 69.6 
Other countries . .... 4.5 2.0 4.5 1.6 al 2.8 OED, 0.5 15 Dall 1.9 1.6 
United States 
1936-384 1949° 1955° 1958° 1959°¢ 1960° 
Pal LINRDOTISG UE. SHe SLOT: © 821.7 I 326.3 1179.1 1 209.7 1 390.2 1 324.0 
EEC countries and associated terri- 
Sr ae eS ee 60.7 72.8 86.2 
16.3 PAL 134.3 
Commonwealth countries ..... Sle? 50.8 62.0 
Pati MiGriCd 208 POR oe Bioes s ives 681.3 1 299.0 1 040.7 1 022.6 1 202.3 1089.3 
GEE PRCHRBELICS. co peceilirs aus bys hs, hSep spss 124.1 1.6 4.1 75.2 64.3 86.5 


Sources: See footnotes. 


® ECLA, Study of trade between Latin America and Europe. Including African countries, without discrimination as to markets of origin. 
> ECLA, on the basis of official statistics. Including dependent territories or associates of the countries members of OECD. 


© GATT, Special group on trade in tropical products, 1962. 


4 Food and Agriculture Organization, Commodities-Division, Sugar and Beverages Section, The World Coffee Economy (FAO/59/12/ 


9699), Rome, November 1959. 


® Pan-American Coffee Bureau, Annual Coffee Statistics. Including French Africa, British East Africa, Belgian Congo, Portuguese Africa, 


Ethiopia, etc. 


associated African territories which have just achieved 
their independence; the preferential treatment they en- 
joyed in the market of metropolitan France — 50 million 
consumers — will now be accorded them in the total 
EEC market, where the consumers amount in all to 165 
million. 


82. This would greatly increase the impact of the prefe- 
rential system in favour of Africa, which in the past was 
comparatively damaging to the position of Latin American 
tropical products in the French market, for the treatment 
concerned would henceforth apply throughout the whole 
vast sphere of influence of EEC. It would cover such 
products as bananas, pineapples, coconuts, coffee, tea, 
pepper, vanilla, cloves, cacao and tropical woods. From 
the standpoint of the commitments assumed under GATT, 
it may well be asked whether this extension of preferential 
treatments is compatible with the terms of the Agree- 
ment. If the principle that their extension is admissible 
were to be accepted, there would be nothing to prevent 
the application of a similar régime to other territories 


and other products. 


83. In this context, coffee affords an illuminating ex- 
ample, The duties previously enforced on this commodity 
were as follows:'O in the Benelux countries, 10.4 per 
cent in Italy, 20 per cent in France, and 26 per cent in 
the Federal Republic of Germany. The arithmetic mean 
would give 14.1 per cent. The tariff was established at 
16 per cent, that is, at a higher level than the general 
average. The same is true of cacao, import duties on 
which were nil in Benelux, Italy and France, and 10 per 
cent in the Federal Republic of Germany. The arithmetic 
mean would work out at 2.5 per cent. The common tariff 
was established at 9 per cent.1® 


84. Table 4 gives a faithful picture of what takes place 
in markets granting preferential tariff treatment to coffee 


18 As is generally known, the problem of how to establish the 
common external tariff was the subject of lengthy discussion in 
international circles, and to this end EEC adopted as a general 
rule the method of the arithmetic mean rather than of the 
weighted average. Under the latter system a very high tariff, 
imposed by a country importing only small volumes of a specific 
product, is weighted with the low tariff applied to the same com- 
modity by another country which imports it in large quantities. 
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imports from specific sources. The countries benefiting 
thereby have practically a monopoly of the markets con- 
cerned. This is the case, for example, in the United King- 
dom, where almost two-thirds of the coffee consumed in 
1958-60 came from the Commonwealth countries. In the 
case of France, its territories sent to the metropolitan 
country about three-quarters of the latter’s total purchases. 
The situation is diametrically opposed to this in the Fed- 
eral Republic of Germany, Sweden and the United States, 
where Latin America has been able to compete on an equal 
footing. Consequently, the levels attained in the United 
Kingdom and France by African coffee exports are 
patently the outcome of preferential treatment, which 
encourages production and has for some time been boost- 
ing exports from this source. 


85. Everything that has been said here of the discrimi- 
natory effects of preferential treatment is equally ap- 
plicable to British and French imports of cacao. In the 
markets concerned, the share of associated countries and 
territories remains unvarying and almost exclusive. For 
example, out of 99 000 tons imported by the United King- 
dom in 1960, almost 96 000 tons came from the British 
Commonwealth, chiefly from Ghana and Nigeria. As 
regards France, consumption in the same year amounted 
to almost 57000 tons, of which 48000 came from as- 
sociated countries and territories above all the Ivory Coast 
and Cameroon. 


86. GATT has carried out research on the curve of 
demand for coffee in the national markets of the six 
present members of EEC. For the world’s leading coffee 
exporter —Brazil— alone, it was estimated that the appli- 
cation of the common external tariff on this product, 
ceteris paribus, might result in a loss of income of ap- 
proximately 70 to 80 million dollars per annum. With 
the addition of cacao and nuts, the loss for Brazil might 
reach some 100 to 130 million dollars yearly, even on the 
assumption of low demand-elasticity coefhicients.** This 
is certainly not a reassuring outlook for the other Latin 
American suppliers. 


87. Internal taxation in EEC countries also limits con- 
sumption of Latin American tropical products such as 


19 See the March-April 1962 issue of the review published by 
the Conselho Nacional de Economia do Brasil, p. 160. 


coffee. In the Federal Republic of Germany, for example, 
in addition to the common tariff (16 per cent) an equiva- 
lent internal tax is applied, in practice raising the sur- 
charge to 32 per cent. In Italy the internal tax is much 
higher, amounting to approximately 60-70 per cent, which 
is superadded to the 16 per cent common tariff. (The 
funds thus obtained are invested in the Mezzogiorno de- 
velopment scheme in the south of the Peninsula.) In the 
Netherlands, Belgium and Luxembourg there is no domestic 
tax on coffee but the 16-per-cent customs duty is estab- 
lished through the operation of the common external tariff, 
whereas such goods previously entered the countries in 
question duty-free. 


88. The duties imposed on coffee in Europe are unquestion- 
ably tending to have a restrictive effect on demand. This 
explains why consumption is lower than in countries like 
the United States and Sweden, for example, where no 
such duties are in foree. In these latter countries, annual 
per capita consumption stands at 7 and 10 kilogrammes 
respectively, whereas in the members of EEC the average 
figure for 1958-60 was 3.2 kg. The reduction of consump- 
tion by fiscal measures naturally affects Latin American 
coffee more than the rival African product, on which no 
customs duties are payable. This means that the price- 
elasticity of demand would be greater if the duties in 
question were lightened. 


89. If, as there are good grounds for supposing, the inci- 
dence of the new tariffs and the effect of internal taxation 
in EEC countries are curbing the growth of consumption 
of Latin American tropical products, despite the rise in 
income levels, emphasis must be laid on the more serious 
problem raised by preferential treatment to substitute 
products from Africa (see table 5 with respect to coffee 
and cacao). Latin American suppliers may not immedi- 
ately feel the full restrictive influence of discriminatory 
treatment on demand for their products, but they certainly 
will in due course, as productivity in Africa increases 
and investments mature (a case in point is that of coffee, 
since the trees generally take about five years to become 
productive). Thus, while African production will be 
receiving financial stimulus, the corresponding Latin 
American products will be handicapped in the EEC mar- 
ket by discriminatory customs duties and internal taxation, 
so that from the competitive standpoint an inadmissible 


Table 5 
EEC: IMPORTS OF COFFEE AND CACAO FROM LATIN AMERICA AND AFRICA 


(Thousands of tons) 
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= Coffee 
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Latin : Other 
America Africa areas 


Total Latin 
imports America 


Cacao 


Africa Other Total 


areas imports 
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1934-1938 .. . 365.8 57.5 50.2 
1949-1950 . . . 166.1 117 9.2 
1954-1955 . . . 228.0 170.0 32.6 
DODD ues a 20020 217.0 54.6 
SOS ern LON. 210.4 54.5 
OOO er eee S420 218.9 57.4 


473.5 200k 93.6* 17.3 139.0" 
287.0 26.2 143.0° 25.6 194.8 
431.0 34,9 168.0" 11.9 214.8 
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578.6 35.1 231.0 6.6 272.7 
618.5 36.3 202.4 57.6 296.3 


202.4 ~ 237.4 
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Source: League of Nations, Foreign Agriculture Circular. 


; Average annual imports in 1936-38. 
Exports from African countries to EEC. 
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lop-sidedness will be created, both in the territory of EEC 
itself and in the rest of the world.?° 


90. Again, article 234 of the Rome Treaty states that the 
rights and obligations resulting from conventions con- 
cluded prior to the entry into force of this Treaty between 
one or more Member States, on the one hand, and one or 
more third countries, on the other hand, shall not be 
affected by the provisions of the Treaty. This suggests 
that the negotiations recently conducted at the Fifth 
Tariff Conference of GATT might not be final, and that 
there might be a basis for further negotiation to restore 
the balance of the concessions previously agreed upon. 
According to the preamble to the Rome Treaty, one of its 
objectives is to contribute to the progressive abolition of 
restrictions on international trade (whether relating to 
tariffs or not). Latin American countries belonging to 
GATT have adduced this clause in expressing their desire 
to re-negotiate the previous concessions with the six 
members of the European Common Market, but have 
been unable to induce the Six to do so without requesting 
additional concessions on the Latin American side. The 
case of Brazil may be cited as an example. Although it 
is affected in respect of four products (coffee, cacao, cocoa 
butter and Brazil nuts) which account for 75 per cent of 
its exports to EEC, it has not been able to persuade the 
Community to reopen negotiations with a view to offsetting 
the concessions previously granted by Brazil as a member 
of GATT by means of reductions in the common tariff. 


91. On the basis of the GATT regulations, several pro- 
ducers of tropical commodities have contended that the 
imposition or extension of preferential customs treatment 
would be altogether undesirable, although this would not 
mean that those already accepted might not be maintained 
as exceptions, the geographical areas concerned being 
clearly demarcated in every case. As a result of this 
atttitude, a group was set up under GATT, but its discus- 
sions have not as yet led to any conclusions despite the 
energy with which in the course of its proceedings various 
countries have called attention to the damaging aspects 


of this facet of EEC’s trade policy. 


92. In the circumstances, a satisfactory solution of the 
problem would beyond a doubt be that advocated by the 
United States, namely, that tropical primary commodities 
should be allowed to enter both the United States and the 
EEC territory duty-free. Such a procedure would prevent 
distortions in investment and in trade flows and would be 
consistent with the policy of relative reciprocity recently 


20 The Latin American countries which consider that their 
interests are prejudiced by the common external tariff of the 
Six have repeatedly pointed out the manifest incompatibility be- 
tween the GATT Charter and the application of the Rome Treaty. 
Under the terms of paragraph 4 of article XXIV of the General 
Agreement, the contracting parties of GATT recognize the desir- 
ability of increasing freedom of trade by the development, through 
voluntary agreements, of closer integration between the economies 
of the countries parties to such agreements. They also recognize 
that the purpose of a customs union or of a free-trade area should 
be to facilitate trade between the constituent territories and not 
to raise barriers to the trade of other contracting parties with 
such territories. In cases where the duties applicable under the 
common customs tariff have been established for any country’s 
staple products at levels exceeding the averages deducible from 
the individual tariffs previously in force, the above-mentioned 
article XXIV clearly ceases to apply, in practice, for the country 
in question. 


recommended within GATT by the meeting at ministerial 
level held in November 1961, A policy of this kind would 
take into account the exporter interests not only of the 
highly industrialized countries, but also of those in process 
of development which require markets where they can 
obtain purchasing power to buy capital goods and cover 
the servicing of loans and investment which only the 
industrial countries can supply. 


2. MINING PRODUCTS AND THEIR DERIVATIVES 


93. In the mining sector the requisite detailed studies of 
the repercussions of the common external tariff on its 
future exports to EEC have not yet been carried out. 
Nevertheless, during the last decade there has been a 
notable increase in this sector’s exports to Europe of such 
items as copper, iron and petroleum. There is little cer- 
tainty that this favourable trend will be maintained. 


94. It should be recalled that Africa possesses important 
reserves of ores which compete in the export trade with 
the corresponding Latin American products, and output 
of these African ores could be increased substantially, 
if Europe’s investment capacity were channelled towards 
that region. Furthermore, as the prevailing spirit in EEC 
has so far been the leaning towards self-sufficiency which 
it applies in other production and foreign trade sectors, 
it seems not unlikely that the possibility of drawing its 
own supplies of mineral raw materials from Africa may 
raise barriers to the free access of similar Latin American 
lines of production to the European market. 


95. There is another very important aspect of this ques- 
tion, It is not yet clear whether the association of a certain 
number of African countries with EEC will imply that 
African manufactured goods based on the region’s own 
mined raw materials will enjoy preferential customs treat- 
ment in the territory of the Community. As it would not 
be surprising if EEC extended to these African countries 
the liberalization system in force among its European 
members themselves, this would represent a discouraging 
factor for certain European investments in mining enter- 
prises in Latin America. It would also militate against 
Latin America’s aspirations towards progress in the direc- 
tion of local processing of mined raw materials. All this 
would add yet another factor to those which are whittling 
away Latin America’s relative importance in world trade 
as a whole. 


96. Among the factors that might in the future exert 
considerable influence on the capacity for external pay- 
ments of various Latin American countries and therefore 
on the level of their reciprocal trade with EEC, must be 
included customs treatment for manufactured goods based 
on mined raw materials. 


97. At present, when the financing of mining enterprises, 
in most of the countries where they exist, is based on 
foreign capital, exports consist mainly of crude ore, and 
of concentrates and refined metals, the share represented 
by manufactured goods being extremely small. Undoubt- 
edly, if it were possible to obtain the requisite tariff 
reductions or exemptions to market such goods in the 
large world centres, vast development possibilities might 
be opened up for the industries concerned, thus creating 
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new resources for the expansion of trade between Latin 
America and Europe. 


98. Moreover, if the mining companies, which are usually 
foreign, were to assume their fair share in the financing 
of these industries jointly with domestic capital, especially 
when problems arise which it is beyond the power of the 
latter to solve, the results would also be very important 
from other points of view, For example, such collabora- 
tion would do much to dissipate the misgivings frequently 
in evidence as to the security of foreign capital invested 
in the mining industry and to procure favourable customs 
treatment for the manufactures concerned in the great 
centres alluded to above. 


99. In connexion with the mining of iron ore, for export 
as such to Europe, mention has repeatedly been made of 
the possibility of reaching an agreement under which 
the European members of EEC would purchase it after 
it had undergone some degree of processing. This would 
foster a more rapid expansion of the iron and steel 
industry in Latin America, where demand, at present 
fluctuating around 7 million tons yearly might well re- 
present some 33 million tons by 1975.21 Some suitable 
agreement, perhaps with the participation of the Central 
American Economic Co-operation Committee, might great- 
ly facilitate the financing of an expansion of Latin Amer- 
ica’s incipient steel-making industry on lines compatible 
with the prospects for the development of regional de- 
mand in this branch of production. Undoubtedly, in other 
mining sectors too, a basis might be discovered for fruit- 
ful collaboration between the EEC countries and Latin 
America. 


100. In the interest of Latin America’s exports of petro- 
leum and petroleum products it will be useful to take 
careful note of the course pursued by EEC in connexion 
with the application of internal taxation on the processing 
of these items, since there seems to be some support for a 
system which in practice might represent differential 
treatment according to the source of the crude oil. 


3. THe Unitep Kincpom anp EEC 


101. If the United Kingdom were to join EEC, this would 
mean the incorporation of the world’s biggest importer 
of foodstuffs into the framework of the common agri- 
cultural policy, The United Kingdom produces about half 
its food requirements, and hitherto has protected the in- 
come levels of its rural population, without import restric- 
tions and by the use of the customs tariff plus a powerful 
domestic system of subsidies. It is scarcely necessary to 
expatiate on the implications for the Latin American 
countries of the United Kingdom’s accession to EEC and 
its acceptance of the rules of the common agricultural 
policy already adopted by the Community. Furthermore, 
since in such an event the United Kingdom would presum- 
ably begin to apply the common external tariff in relation 
to its own imports, the British market, given the level of 
that tariff, will put greater obstacles than at present in 
the way of Latin America’s sales of temperate-zone prod- 
ucts. : 


102. The incorporation of the United Kingdom might 


*\ See The Latin American Common Market (E/CN.12/531) 
United Nations publication, Sales No.: 59.I1.G.4, Dene (ls : 
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also have very serious consequences for Latin America’s 
export trade in tropical products if the preferential treat- 
ment accorded to Africa, and apparently on the point of 
being renewed, were extended in the future, as may 
well happen to similar exports from Commonwealth coun- 
tries.?? 

103. In short, apart from the fact that the operation of 
the common external tariff has increased customs duties 
on staple Latin American export lines, there is also a 
erave risk that discriminatory treatment to their detri- 
ment may be intensified through the raising of the exist- 
ing customs duty in countries joining EEC — the United 
Kingdom and others — as well as through increases in 
the number of supplier coutnries ultimately enjoying the 
benefits of the preferential treatment at present accorded 
to Africa, from which Latin America is excluded. 


104. Similar dangers may exist in the sector of mining 
products and their derivatives especially if — a point 
which has not yet been cleared up — the associated 
African countries are granted preferential treatment for 
metals and metal manufactures in the EEC territory 
perhaps in accordance with the flow of European invest- 
ment that such lines of production would attract. 


105. As negotiations between the United Kingdom and 
EEC are in full swing in Brussels and the former is seek- 
ing ways and means of safeguarding the position of the 
Commonwealth countries, it seems extremely urgent for 
the Latin American countries to take co-ordinated action 
and put their case forward as quickly as possible. As a 
result of the United Kingdom’s application to join EEC, 
other countries members of EFTA have also decided to 
seek membership. Consequently it seems possible that 
almost all the Western European countries may ultimately 
join EEC. As can be seen in table M in the statistical 
annex, exports from the Latin American countries to 
Western Europe represented a very substantial proportion 
of their total external sales, so that it is obviously desir- 
able for the Latin American Governments to take con- 
certed action with a view to coping with the situation 
and establishing satisfactory bases for reciprocal co-opera- 


tion with EEC. 
4, BALANCED APPRAISAL OF PROBLEMS 


106. Before summing up the conclusions to be drawn 
from the foregoing statements, one fundamental aspect of 
the problem must be emphasized. In the report by the 
ECLA secretariat on Recent Developments and Trends in 
Latin American Trade with the European Economic Com- 
munity*® mention is made of a document prepared not 
long ago by EEC for the consideration of its Council, with 
reference to the outline of a possible programme for com- 
munity action on Latin America. 


*” An enlightening example is afforded by the way in which 
customs duties on coffee have risen in EEC countries. In the 
Benelux countries they were non-existent. Under the common 
external tariff they are established at 16 per cent. Sweden, Norway 
and Denmark, which-constitute a sizable market for Latin Amer- 
ican coffee, allow it to enter duty-free. If these three countries 
join EEC, as they may, Latin American coffee might suffer the 
same adverse effects as in the Benelux countries, since once again 
it would have to pay a duty from which it is at present free. And 
the application of that duty would mean losing ground to coffee 
from areas to which the duty in question is not applicable. 

°8 E/CN.12/631. 


107. What is known of this document gives reason to 
hope that the EEC authorities are preparing to take a 
more comprehensive approach to the problem, although 
they still seem to maintain, as their main reply to the 
misgivings provoked by certain Community trends and 
measures, the following stand: the European Common 
Market, which will aim at being open and competitive, 
will as a general rule have no disturbing effect on trade 
with third countries; on the contrary, after a certain 
interval, this trade will benefit greatly by the strengthen- 
ing of European purchasing power through the increase 
in income deriving from economic integration. 


108. In the light of this attitude and of the fate of the 
efforts to secure re-negotiation of relations between EEC 
and Latin America as a whole in order to reach a basis 
for the development of common constructive action, a 
few reflections may usefully be made, since it is essential 
that the understandings with EEC that are to be desirable 
both as a means of seeking equitable solutions for certain 
specific problems — some of them very urgent — and 
in order to bring about a far-reaching and mutually bene- 
ficial co-operation policy, be based on a sufficient degree 
of identity of view as to the characteristics of the present 
situation and the main prospects for the future. 


109. It must be stressed that in Latin America there are 
signs of real alarm in responsible circles on account of 
the protectionist repercussions of EEC’s policy of inter- 
vention, as well as of the Community’s entertainment of 
discriminatory trade treatment by means of preferences 
and the harm which this may be expected to cause the 
foreign trade and economy of the Latin American coun- 
tries. 


110. In contrast with the position described — the out- 
come of factors which would seem to be continually cor- 
roborated by the facts of the situation — contrary views 
apparently prevail in responsible EEC circles. This can 
be seen clearly through contacts at various levels with 
officials of EEC itself and through the declarations of 
representatives of the member Governments. Generally 
speaking, in both cases the conviction is expressed that 
the common external tariff does not represent, all in all, 
a deterioration in the treatment accorded to Latin Amer- 
ica’s export trade, as compared with that received under 
national customs tariffs in the countries now forming the 
European Common Market. 


111. Nor does it seem to be recognized that the discri- 
minatory treatment deriving from the preferences ac- 
corded to Africa in respect of tropical-zone products and 
the restrictive effects of the common agricultural policy 
on exports of temperate-zone commodities constitute a 
real danger for the Latin American economy, although 
it would appear that in the above-mentioned EEC docu- 
ment some concern is expressed, and in a tone which 
might well point to an encouraging change of attitude, if 
it meets with the proper response in the high circles 
to which the document is addressed. 


112. While this conviction is stated with different degrees 
of emphasis and nuance, it is admitted in EEC circles 
that, given Latin America’s rapid rate of demographic 
growth, the vulnerability of its economy because of the 
‘composition of its exports, and Europe’s interest in 


expanding its over-all trade, the latter should give Latin 
America systematic financial and technical assistance. 
Through the assistance of EEC, the European Common 
Market countries would make a co-ordinated contribution 
to the solution of the problems of capital formation and 
technology existing in the Latin American region. 


113. In a sense, this idea fails to attribute due importance 
to trade — in which the major problems have their 
roots — and instead lays the emphasis on financial and 
technical assistance which, valuable as it undoubtedly is, 
cannot compensate for the harm done by discriminatory 
and preferential customs treatment and by the system 
introduced in connexion with the common agricultural 
policy. This would appear to be the idea underlying the 
document presented by the Commission of EEC to the 
Council, as already mentioned. 


114. If this attitude were carried so far as to blind its 
advocates to the obvious unfavourable repercussions on 
Latin America’s foreign trade of EEC’s attitude in the 
spheres indicated, efforts to reach the necessary agree- 
ments would no longer have the atmosphere of objectivity 
without which the task involved might be lengthy and 
hazardous. 


115. It may be well to record here a reflection on the 
suggestions which the EEC document would appear to 
contain as regards the need to intensify the flow of invest- 
ment and technical assistance from Europe to Latin Amer- 
ica. How will the region be able to cover the servicing 
of a substantial body of loans and investments, if at the 
same time the external obstacles to the expansion of its 
export trade are not reduced? In the last analysis, a 
change in Europe’s present attitude to the trade problems 
created by EEC for the Latin American economy might 
have a decisive influence on the effective strengthening 
of the latter’s capacity for external payments, and enable 
it to meet the commitments resulting from financial con- 
tributions. 


116. Furthermore, the EEC document would seem to 
contain the germ of a series of ideas which if properly 
studied and developed, might make a real contribution 
to relations between Latin American and Western Europe 
— always provided, as stated above, that a realistic ap- 
proach were adopted to certain specific foreign trade 
problems which EEC has hitherto tended to under- 
estimate, though they must be given due weight if a 
satisfactory agreement is to be reached. 


5. CONCLUSIONS 


117. To sum up, with due allowance for the fact that the 
situation of mining products and their derivatives has not 
yet been properly studied, Latin America’s position in 
the ECC market is seriously affected in respect both of 
temperate-zone and of tropical-zone products. Still to be 
considered is the situation that may arise in third coun- 
tries’ markets as a result of the system of subsidies pro- 
jected under the common agricultural policy. It has already 
been shown that one of the major objectives of this policy 
is the maintenance of high prices which exceed world 
market quotations. EEC has therefore projected an import 
regulation system in order to prevent this high-price 
policy from being frustrated by competition on the part 
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of more efficient producers. Besides resorting to these 
procedures in its own market, EEC has the intention of 
intervening in outside markets in which it would not 
normally be able to compete, precisely because of the 
high-price policy established. To this end provisions are 
made which would imply export subsidies. Latin Amer- 
ica’s problem is thus still further aggravated, since the 
restrictive procedures applied by EEC in its own market 
will be reinforced by export subsidies, thus facing Latin 
America with powerful subsidized competition. 


118. It may well be asked what market will be open to 
Latin America’s exports of temperate-zone products when, 
in addition to the obstacles in the great markets of West- 
ern Europe and also in the United States, they have to 
confront in third countries the competition originating 
in the policy of subsidies applied in favour of exporters 
in those two regions. 


119. This is obviously not a matter that can be left to 
unilateral action on the part of individual Governments 
or regional groups. Its world-wide consequences would 
be too great, and failure to realize the damage that would 
be done to the cause of stability and economic progress 
by the frustration of export trade in the commodities af- 
fected would imply a deplorable lack of foresight. 


120. In relation to tropical products, it must not be 
forgotten that under the General Agreement on Tariffs 
and Trade the countries which are now members of EEC 


established preferential treatment in favour, inter alia, of 
Morocco, Tunis, Congo (Leopoldville), Ruanda-Urundi, 
Surinam and Indonesia. It is not known whether they will 
be granted an extension of these preferences or not. 


121. Furthermore, as stated above, the United Kingdom’s 
possible accession to EEC is in process of negotiation. Will 
preferential treatment be granted to the British Common- 
wealth or to some parts of it? 


122. From the point of view both of the practical con- 
sequences themselves and of their incompatibility with 
the commitments assumed, the outlook cannot but be a 
source of deep concern to the Latin American countries. 
The recent announcement by EEC of a reduction in the 
common external tariff duties on coffee and cacao** by 
no means implies that the problem has been solved. It has 
been alleviated, as far as those two items are concerned, 
but not sufficiently to remove Latin America’s grave and 
justifiable concern as to the prospects for a trade flow 
of such great importance, 


123. The consequent uncertainty makes direct contact 


‘between Latin America and EEC advisable at the earliest 


possible date, so that the requisite explanations can be 
made on both sides and the appropriate negotiations 
conducted as may be deemed most suitable in each indi- 
vidual case. 


*4 A 25 per cent reduction and a 15 per cent suspension of the 
respective duties. 


IV. RECOMMENDATIONS FOR GOVERNMENTAL ACTION 


1. GENERAL REMARKS 


124. The radical evolution that is taking place in inter- 
national economic relations, with vital political aspects 
that are of far greater importance than the economic 
factors involved — often simply means used to attain 
higher ends — makes it essential for Latin America to 
have a clear idea of events, of their possible consequences 
for the region and of the joint measures it should under- 
take and pursue if it is to emerge unscathed from the 
train of events responsible for this revolution. 


125. In the introduction to the present document, refer- 
ence is made to the economic integration of Latin Amer- 
ica. Attention should again be drawn here to the con- 
nexion between the marketing problems of the Latin 
American countries and the benefits to be derived from 
a more effective region-wide utilization of resources and 
efforts. 


126. Just as Latin America should adopt a co-ordinated 
approach in its dealings with other regions, in order to 
attain — however tardily — the level that circumstances 
imperatively demand of it, it should likewise mobilize its 
forces internally, to reach and go beyond stages that 
should already be a thing of the past. 


127. Mention should be made in this connexion of the 
work which the Latin American Free-Trade Association 
(ALALC) and the Central American Economic Co- 
operation Committee (CAECC) are beginning to accom- 
plish. The unification of their activities and extension to 
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the whole continent should be the immediate target for 
the Latin American Governments.”° 


128. Similarly, inspiration should be sought in the work 
of OECD for the abolition of non-tariff trade restrictions. 
It will be remembered that when the Western European 
nations resolved that every effort should be made to 
eliminate quantitative restrictions and other trade bar- 
riers, they did so by stages, starting and completing their 
work within the sphere of their mutual trade relations; 
and Latin America is still concerned precisely with cer- 
tain serious obstacles that remain. Despite the efforts 
made, many non-tariff barriers still persist in Latin Amer- 
ica that are hampering the expansion of trade and hence 
the economic development of the region. There is thus 
much useful work to be done in this direction, and it 
should be embarked upon without delay. 


129. ALALC will shortly be meeting in Mexico to conduct 
important tariff negotiations, Anything that makes for 
the success of endeavours to remove tariff restrictions 
and, above all, that helps to strengthen the Montevideo 
Treaty by making its application more complete, thus 
expediting the integration of the Latin American econo- 
mies, will represent a useful step towards the goal that 
the countries of the region have set themselves. Moreover, 
with the accession of Costa Rica, the Central American 
common market is well on the way to being finally estab- 


: *° It is inconceivable that the most-favoured-nation treatment 
is not yet being established among all the Latin American coun- 
tries. It would be fundamentally a simple task, and would 
strengthen other highly desirable trends towards unification in 
Latin America. 


lished. It is to be hoped that the activities of ALALC and 
CAECC will eventually bring all the Latin American 
countries together to form a single entity, thus enabling 
them to reap the benefits of a unified approach and higher 
levels of living. 


130. Two basic possibilities are open to Latin America, 
each affecting the other: (a) the mobilization and use of 
its own resources and means of action within the region 
to a far greater extent than has hitherto been contem- 
plated; (b) the achievement of the best possible organi- 
zation with a view to negotiating effectively with the other 
regional economic groups, beginning with EEC, which 
by virtue of its present and future importance, occupies 
a special position. Despite the increasing tempo of the 
negotiations instituted by EEC and the imminent likeli- 
hood of its assuming commitments that will subsequently 
prove hard to modify in the light of belated Latin Amer- 
ican arguments, it is advisable that the particular economic 
problems of the region dealt with in the present report 
should be placed before EEC as a top priority. Satisfactory 
negotiations will help to revive Latin America’s confidence 
in the future of its exports to EEC. 


131. But our Governments should not continue to rely 
exclusively on individual dealings; they should rather 
complement and strengthen bilateral action by swift and 
efficacious collective negotiation demonstrating solidarity, 
persistence and vigour which will reflect the real gravity 
of the situation more accurately. 


132. Given the great importance of exports for economic 
development, the fall in prices, Latin America’s relative 
loss of standing in world trade and the consequent bal- 
ance-of-payments deficits of the individual countries, there 
is no need to dwell on other considerations to illustrate 
the highly critical nature of the present situation and the 
importance of all the factors conspiring to make it worse. 


133. The need for Latin America to press on with the 
co-ordination of its activities in the field of foreign trade 
does not mean any weakening of its ties with other 
regions. Special mention should be made in this respect 
of the numerous instruments for economic co-operation 
in force between the Latin American countries and the 
United States. Any joint action by our countries will be 
greatly assisted if firm backing is received from the United 
States, not only in virtue of existing treaties but equally 
because of the ties of every kind by which the nations 
of the continent are bound. As stipulated in the Alliance 
for Progress, they should obviously be able to depend 
upon United States support during the present stage of 
development which is so vital for Latin America. 


2. PATTERNS OF NEGOTIATION WITH EEC 


134. In its memorandum of April 1958 transmitted to all 
the Latin American Governments,”?® EEC set forth certain 


26 See Annex V. The countries of the southern zone decided to 
make a joint reply to the memorandum, and a preliminary draft 
was actually prepared by the ECLA secretariat, but for various 
reasons the initiative never bore fruit. During the trade policy 
meeting at Santiago in April 1959 stress was again laid on. the 
need for a common approach. On that occasion it was decided 
to take advantage of the opportunity offered by the conference 
which the Committee of 21 was to hold at the end of the same 


points of view which have remained equally valid ever 
since. The memorandum stated that: 

“The Community would like to establish, in its relations 
with the Latin American countries, a pattern of closer 
co-operation founded on respect for the rights of both 
parties (principally the right to maintain a policy of eco- 
nomic integration in conformity with international agree- 
ments in force) and on reciprocal benefits. For this pur- 
pose, it could conclude ‘consultative agreements’ which 
might serve as the framework for an examination of eco- 
nomic, trade and financial problems, including those relat- 
ing to raw materials, which arise or are apt to arise from 
relations between its member States and Latin American 
countries by virtue of the Rome Treaty and in a spirit of 
reciprocity. 

“It would be equally timely if an attempt were to be 
made to lay down the basic principles for joint action on 
the part of the European Economic Community and the 
Latin American countries as regards trade and prices for 
primary commodities (such as coffee and cacao). 

“Lastly, the fact that the Six have prepared a programme 
for financing expenditure on the economic and social 
infrastructure in overseas countries and territories asso- 
ciated with the Community is in no sense an impediment 
to the promotion of a policy that would favour the export 
of capital to Latin America. 

“In deciding to carry out the economic integration policy 
defined in the Rome Treaty, which would benefit both 
the member States and other countries, the European Eco- 
nomic Community welcomes the fact that the Latin Amer- 
ican Governments are pursuing the same objectives. It is 
willing to support any attempt to carry out similar proj- 
ects and to co-operate in this respect with the Governments 
concerned. It considers that the problems involved might 
lead to a fruitful exchange of views, if the Latin American 
countries agree.” 


135. These points of view seem to have been generally 
endorsed in the statement made by the EEC Commission 
to the Council of Ministers a few weeks ago. So far the 
Latin American Governments have not adopted an insti- 
tutional criterion in the sense of making a co-ordinated 
and joint approach to the Community in the comprehensive 
and consistent way required by circumstances and sug- 
gested in the paragraphs quoted from the EEC memo- 
randum. 


136. In order to obtain a clear idea of the pattern that 
this unified action might follow at both the government 
level and that of the respective. international secretariat 
and organizations, and in view of the desirability of mak- 
ing the fullest possible use of the invaluable collaboration 
that certain agencies are already giving to the Latin 
American Governments, or may give in future, in the 
arduous task of defining trade policy problems, examining 
possible solutions, establishing bases for joint action and 


month at Buenos Aires, within the framework of OAS, and to 
discuss at a separate meeting there the problems raised by the 
EEC memorandum. On the basis of the preliminary draft in 
question, individual replies to the memorandum were eventually 
sent by the Governments of Argentina, Brazil, Chile, Costa Rica, 
Ecuador, El Salvador, Honduras, Panama, Paraguay, Peru, Uru- 
guay and Venezuela. Other suggestions were also put forward with 
a view to establishing, after the requisite studies had been carried 
out, the system of consultations recommended in resolution 121 
(VII) by the Governments members of ECLA. 
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ensuring its continuity and development, due considera- 
tion should be given to existing mandates. 


137. As the same Governments, under the terms of dif- 
ferent resolutions, have entrusted the execution of similar 
tasks to a variety of agencies, it would be highly desirable 
to bring the resolutions into line. Otherwise, overlapping 
of spheres of operation or the praiseworthy zeal of the 
agencies in complying with their mandatory obligations, 
may limit the effective scope of their assistance to Latin 
America’s efforts to establish, co-ordinate and develop its 
trade policy vis-a-vis the rest of the world. Moreover, 
the operation of the OAS/IDB/ECLA Committee on Co- 
operation provides a salutary lesson on the benefits to be 
derived from the pooling of resources within a joint plan 
of work. 


138. Annex IV of this document contains extracts from 
the terms of reference of the Inter-American Development 
Bank (IDB), the Organization of American States (OAS), 
the Latin American Free-Trade Association (ALALC), 
the Economic Commission for Latin America (ECLA) 
and the General Treaty on Central American Economic 
Integration. These texts merit lengthy consideration, but 
they may be summed up as follows: 


(a) IDB 


(i) “ ... to co-operate with the member countries to 
orient their development policies toward a better 
utilization of their resources, in a manner con- 
sistent with the objectives of making their eco- 
nomies more complementary and of fostering the 
orderly growth of their foreign trade ...” 

(ii) Resolution AG-5/62 of 25 April 1962 on the 


financing of exports. 


(b) ECLA 


(i) “ ... strengthening the economic relations of the 
Latin American countries both among themselves 
and with other countries of the world ... ” (Terms 
of reference of the Commission). 

(ii) “ ... for the purpose of intensifying inter-Latin- 
American trade — without prejudice to the expan- 
sion of trade with other regions and mindful of 
the fundamental necessity of increasing over-all 
world trade — through a solution of the practical 
problems which hamper or delay such trade and 
the preparation of bases to facilitate trade nego- 
tiations.” 

“To this end, the Trade Committee shall concern 
itself with the preparation of specific proposals, in 
harmony with the present and future bilateral 
and multilateral commitments of member govern- 
ments, and the modifications they may make to 
them, and taking into consideration national or 
fe economic conditions.” (Resolution 101 

(iii) Resolution 121 (VII) of 27 May 1957 on the 

_ repercussions of the European Common Market. 

“,.. to make the following recommendations to 

the member countries of the Commission, espe- 

cially those of Latin America: (a) that the 
consider the desirability of carrying out BAS 
tations on the possible repercussions of the Euro- 
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pean common market; and (b) that they send 
representatives, in an appropriate capacity, to 
international conferences at which questions bear- 
ing on the European common market and its 
possible effects on Latin America’s economy and 
trade are considered.” 


(c) ALALC 


One of the duties of the Standing Executive Committee 


is (Art, 39): 


“To represent the Association in dealings with 
third countries and international organs and enti- 
ties for the purpose of considering matters of 
common interest.” 


(d) OAS 


(i) Resolution XXXIII of the OAS Economic Con- 

ference in August-September 1957, whereby the 
Inter-American Economic and Social Council (IA- 
ECOSOC) was recommended to create a Com- 
mittee on Basic Products: 
“| .. study the possible impact that the European 
common market may have on these products, as 
well as the possible impact of any other economic 
groups that may be organized outside the hemi- 
sphere ... ” 

(ii) Special Commission for studying the formulation 
of new measures of economic co-operation, April- 
May 1959. Resolution XVII: Co-operation with 
respect to the problems of excessive fluctuations 
in markets for basic products. 

(iii) Special meeting of IA-ECOSOC at the expert 
level, November-December 1961. Resolution III: 
on the establishment of the Special Committee 
on Basic Products; Resolution IV — study of the 
effects of the European Common Market on the 
Latin American economies, quoting Title III of 
the Punta del Este Charter; Resolution V, embody- 
ing a statement on the policy of the European 
Economic Community regarding basic export 
products of Latin America; Resolution VI — 
Measures for achieving the elimination of re- 
strictive practices applied by the European Eco- 
nomic Community against importation of Latin 
American basic products; and Resolution VII 
— Measures for the defense of Latin American 
exports of meat and wool to the European market. 


139. Negotiations with the European Economic Commu- 
nity at government level have so far been conducted 
bilaterally, through the accredited diplomatic representa- 
tives to the Community, or within the international orga- 
nizations, particularly the General Agreement on Tariffs 


and Trade (GATT). 


140. At the international organization secretariat level, 
there has been some attempt to reach common ground 
between their views and those of EEC. One instance of 
this is the press release issued on 16 July 1962 concerning 
the visit of the Secretary-General of OAS to Brussels. 
It stated that Dr. Mora expressed satisfaction at the 
revival of interest in Europe in the Alliance for Progress. 
He also noted the tariff reductions envisaged by the Com- 
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munity for some staple items exported by Latin America. 
A frank exchange of views took place on the policy of 
the European Economic Community with respect to agri- 
culture and to the association of African States, Agree- 
ment was reached on the need for periodical exchanges 
of information in future, on the basis of permanent rela- 
tions between the Secretary-General of OAS and _ the 
EEC Commission, The form and substance of such rela- 
tions were discussed in detail. 


141. Pursuant to the resolutions of 15 September 1955, 
27 May 1957 and 10 May 1961, the ECLA secretariat has 
been in contact for some time with the secretariats of 
EEC, EFTA, OECD and GATT. 
4 

142. In addition, as is widely known, the secretariats of 
ECLA and OAS are making valuable studies on different 
aspects of the subject, and the latter recently transmitted 
to the EEC Commission memoranda on meat, wool and 
coffee, in the light of the Governments’ decisions. These 
studies should of course form part of any integrated 
action in future. 


143. Nevertheless, the work undertaken so far by the 
Latin American Governments has not been in keeping 
either with the basic principles laid down by EEC four 
years ago or with what the circumstances required. 


144, Sixteen African Governments, and the United King- 
dom, which in turn embraces the interest of the British 
Commonwealth, are conducting intensive negotiations in 
Brussels. Various other European Governments, including 
those of Austria and Denmark, are in the initial stage of 
negotiations which may be intensified at any moment. 
Latin America, which was invited four years ago by EEC 
to hold bilateral discussions, can no longer postpone the 
initiation of co-ordinated action in this field. In these 
circumstances certain points should now be raised which 
are essential in any proposal to open negotiations with 


EEC. 


3. PoINTs FOR INCLUSION IN ANY PRELIMINARY 
NEGOTIATIONS ON THE “CONSULTATIVE AGREEMENTS” 
PROPOSED BY EEC 


(a) Tariff preferences 


145. Latin America would urge its justifiable misgivings 
over the possible extension to the entire EEC customs 
area of certain preferences hitherto applied solely in one 
or other of the territories belonging to EEC; it would link 
this step with the international commitments in force be- 
tween the EEC countries and Latin America — e.g. in 
GATT — and would devise an agreement to solve the 
problem. 


146. In view of the possible accession of the United 
Kingdom to EEC, an analysis would be made of the re- 
percussions on Latin America of the treatment that might 
be established within an enlarged EEC for the temperate 
and tropical zone producers in the British Commonwealth 
and for the African States now associated with EKC. 


147. Endorsement would be given to the plan, now under 


consideration by the GATT Working Party on Tropical 


Products, for removing the duty on tropical products 
entering the EEC market, irrespective of their origin. 


148. Information is needed on other repercussions of this 
process, for example, regarding the customs duties levied 
on imports into the associated African States. 


(b) Internal taxes 


149. Attention would be drawn to the difficulties created 
by internal taxes — e.g. on coffee — for the marketing 
of specific commodities of particular importance for Latin 
America, and to their adverse effect on the expansion of 
consumption. Arrangements would be made for the gradual 
reduction of these charges in order to enlarge the markets. 


(c) Agricultural protectionism 


150. While continuing to take cognizance of the grounds 
adduced to justify the present system of artificial incen- 
tives for agriculture in Western Europe, Latin America 
would make a forceful exposition of the reasons why the 
effects of this policy should be mitigated so that a mutually 
advantageous balance could be struck between the interests 
of producers in the different regions. The discussions 
would cover: 


(i) Adjustment of Latin America’s interests in the 
light of any agreements adopted if the United 
Kingdom joins EEC, with due regard to the fact 
that several countries in the British Common- 
wealth are, like Latin America, important sup- 
pliers of the EEC market, An examination would 
be made of the repercussions resulting from the 


entry into the British market — under the pro- 
tection of the common external tariff and agri- 
cultural policy — of countries that have so far 


been obliged to compete on an equal footing 
with Latin American producers (i.e. the present 
and future members of EEC that export agri- 
cultural commodities) . 

(ii) The conclusion of agreements to give Latin Amer- 
ica a satisfactory share of the EEC market in 
proportion to the volume of its contributions in 
the past. An effort would be made to reconcile 
Latin America’s interests as a producer at com- 
petitive prices and the system of high internal 
prices that EEC seems to be about to adopt; 

(iii) The disequilibrium of markets in third countries, 
which could be evened out by the sale of agri- 
cultural commodities subsidized by EEC; 

(iv) Matters relating to the common agricultural policy 
that do not come under the previous heads. In 
accordance with the explanations and particulars 
supplied by EEC, it may be necessary to stress 
the desirability of the periodical fixing of prices 

_envisaged by the common agricultural policy be- 
ing discussed beforehand with the countries con- 
cerned. The type of agreement signed on 7 March 
1962 by EEC and the United States?” provides 
a useful indication of matters that could be nego- 
tiated with EEC in relation to the common agri- 

cultural policy. 


®7 See annex III. 
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(d) Primary commodity trade and prices 


151. The idea of adopting procedures to establish the 
basis for the negotiation of practical measures with a 
view to the creation of acceptable conditions of access to 
world markets for agricultural commodities has already 


been mooted in GATT.?8 


152. There is a dearth of information on the projects 
apparently being considered by EEC in this respect. Latin 
America should obviously be informed of any steps taken 
to conclude commodity agreements — whether based on 
recognized patterns or inspired by new principles — in 
sufficient time for it to give the matter due consideration 
and take a definite stand during the period of negotia- 
tions. It is hoped that EEC might see its way to provide 
detailed reports which could be used as the basis for a 
sound analysis. 


153. If it were planned to raise the selling price of tradi- 
tional exports, it would be necessary to know in what 
way the relevant markets could be assured of receiving 
sufficient quantities. If the plan provided for the abolition 
of subsidies for the sale of agricultural commodities by 
industrialized countries — such as those in EEC and the 
United States — it would be useful to know the nature of 
the mechanism proposed for remedying market distur- 
bances provoked thereby. 


(e) The opening of markets for semi-finished and finished 
goods from Latin America 


154. Although raw materials and foodstuffs are Latin 
America’s principal source of external income at present, 
the region’s economic development should be increasingly 
reflected in the expansion and diversification of its exports 
of semi-manufactured and manufactured goods. 


155. This prerequisite for Latin America’s progress 
should be posited without delay, so that ways and means 
can be devised of fulfilling it satisfactorily. The next 
tariff conference of the General Agreement on Tariffs 
and Trade”® could very well serve as a useful starting- 
point for devising practical methods which, given Latin 
America’s present stage of economic development, would 
help to carry production of semi-finished and finished 
goods towards the stage of diversification. 


156. The possibility of starting a flow of specific semi- 
manufactured and manufactured export goods towards 
Africa should not be overlooked. For this purpose it is 


°8 See annex I. 

+ - , 

_*® See annex II, in which some aspects of the conference are 
discussed. 


important to see whether the African countries that are 
EEC associates will be in a position, once the final pro- 
visions of the association agreement are crystallized, to 
negotiate tariff concessions with the Latin American 
countries similar to those granted to the same products 
from EEC countries. 


({) Financial and technical co-operation 


157. The need should be urged for Europe to augment 
considerably the scale of the resources that it is willing to 
provide to Latin America for promoting its economic 
development through the appropriate mechanisms under 
the new policy of co-operation embodied in the Alliance 
for Progress. 


158. It is to be hoped that public capital will be made 
available on a long-term basis for economic and social in- 
frastructure investment, and for stimulating and strength- 
ening Latin American private enterprise, especially within 
the common market now being established, in which the 
private sector will play the chief part. 


159. Meanwhile private capital should be encouraged 
and its assistance duly recognized, although this should 
be increased and its terms made more flexible for Latin 
America, as for instance, in respect of amortization peri- 
ods, which are often very short and place a heavy burden 
on balance-of-payments possibilities.*° 


160. Likewise, it would be expedient to make arrange- 
ments including the consolidation of these short-term 
commitments, so as to ease the pressure on balance of 
payments. 


161. It should also be urged that it would be desirable 
to put this economic co-operation on a multilateral basis, 
so that the funds made available to Latin America could 
be utilized either in the European countries from which 
they came, in the United States, or within Latin American 
economic grouping. 


162. There seem to be hopeful prospects of a substantial 
increase in technical co-operation; this would be directed 
mainly towards: 


(i) Technological research and extension services; 
(ii) Technical training at all levels; 
(iii) The inculcation of modern industrial techniques 
in the Latin American entrepreneur, with special 
reference to the common market. 


*° In EEC circles, it is calculated that the flow of European 
private capital to Latin America in the last few years must have 
amounted, on an average, to about 300 million dollars annually. 


V. PROPOSALS FOR MACHINERY TO CO-ORDINATE LATIN AMERICAN TRADE POLICY 


163. Since the foregoing demonstrates that our Govern- 
ments, in the spirit of resolution 121 (VII) concerning 
the desirability of carrying out consultations which they 
adopted in 1957 within the framework of the Commis- 
sion, must co-ordinate the valuable action already under- 
taken by the agencies, rationalizing and promoting the 
measures adopted and ensuring that due account is taken 
of the varied and complex points that would necessarily 


148 


be dealt with in any thorough-going negotiations with 
EEC (these might be initiated simultaneously by inter- 
governmental organizations like GATT, as in the past) ; 
since also there must be a high degree of coincidence of 
views, reflected in Latin American diplomatic missions 
abroad, particularly those accredited to EEC; since, again, 
in their respective spheres of action, the secretariats of 
the inter-governmental organizations could play an im- 
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portant role by carrying out advisory functions in keeping 
with the aims pursued by the Governments; and since 
with several organizations able to contribute to the Latin 
American common cause, it seems both reasonable and 
desirable to give each of them an opportunity to assist 
as best it can, the following suggestions may be put for- 
ward as to a satisfactory way of reconciling these aims 
with the higher interests pursued. It must be borne in 
mind that a start is desirable not later than the last 
quarter of 1962, upon sober negotiations with EEC de- 
signed to crystallize, guide and back up the action which 
is the province of the individual representatives of Govern- 
ments. Any formula agreed upon can, of course, always 
be improved upon through institutional procedures in 
the light of future events. 


164. The trends in world trade policy, particularly with 
respect to the formation of regional economic groups such 
as EEC that have a profound effect on Latin America’s 
foreign trade, and the various points raised in the present 
report — all demonstrating the need for a rapid and 
far-reaching unification of trade policy in Latin Amer- 
ica — counsel the establishment of a Latin American 
agency to co-ordinate the trade policy of the countries 
in the region vis-a-vis the rest of the world, and, in ad- 
dition, to deal on behalf of those countries as a whole, 
as and when appropriate, with countries or groups of 
countries in other regions and with international special- 
ized agencies, 


165. Since, however, the creation of an agency of this 
kind would entail an international agreement that would 
take time to conclude, and the urgent nature of the exist- 
ing problems calls for immediate collective action, it 
seems advisable that, as a preliminary step, a high-level 
committee for the co-ordination of trade policy should be 
set up.*? 


166. This proposal might be considered either at a special 
meeting of the ECLA Trade Committee, convened in the 
near future, or at the [A-ECOSOC meeting in October, 
whichever the Governments deem most expedient. If the 
proposal is acceptable, it is suggested, in view of the 
benefits obtained from co-operation between OAS, ECLA 
and IDB in other fields of economic activity in Latin 
America, and the results of creating a panel of nine 
experts thoroughly conversant with Latin America’s de- 
velopment plans, in compliance with the Punta del Este 
Charter (Title III, chapter V), that the members of this 
co-ordination committee should be appointed by agree- 
ment between the Secretary-General of OAS, the President 
of IDB and the Executive Secretary of ECLA, in the way 
described below. 


167. The OAS/ECLA/IDB Tripartite Committee would 


*1 This idea is more or less a counterpart to the views expressed 
at a high level in EEC as to the desirability of setting up ma- 
chinery for consultation with Latin America. 


submit to the Latin American Governments five to seven 
names of Latin American experts of international reputa- 
tion in matters of trade policy. These Commissioners 
would constitute the co-ordination committee, which would 
have its headquarters in a Latin American country chosen 
with matters such as ease of communication and informa- 
tion facilities in mind. The Governments would endorse 
these nominations or put forward any objections. 


168. The choice of Commissioners would as far as pos- 
sible be governed by the criterion of geographical distri- 
bution adopted for other appointments by international 
organizations, 


169. At least three of the Commissioners would devote 
themselves on a full-time basis to the work of the Com- 
mittee. 


170. The Commissioners would hold office for three years 
and would be eligible for re-election. 


171. The co-ordination committee would make arrange- 
ments for obtaining technical assistance from interna- 
tional organizations concerned with Latin American trade 
policy, such as OAS, ECLA, IDB, ALALC and the organs 
of the General Treaty on Central American Economic 
Integration, as well as for the requisite ancillary staff and 
facilities. It would prepare the background for the nego- 
tiations designed both to find adequate solutions for prob- 
lems of foreign trade and trade policy vis-a-vis countries 
or groups of countries in other regions and to establish 
mutually advantageous collaboration with such countries 
or groups in economic affairs and trade; and it would 
also assist in the preparation and conducts of such nego- 
tiations. All this would be done in accordance with pro- 
cedures established through consultation with the Latin 
American Governments at suitable levels and as the cir- 
cumstances suggested. For this purpose, the co-ordination 
committee would be empowered to propose that meetings 
of appropriate bodies be convened, through the recognized 
channels and procedures. 


172. The co-ordination committee would maintain what- 
ever contact was needed with the appropriate organs of 
the international organizations mentioned in the previous 
paragraph, and with other international agencies it felt 
could offer useful collaboration. 


173. In connexion with the foregoing proposal, to be con- 
sidered either in the ECLA Trade Committee or in the 
IA-ECOSOC, the Governments would draft a communica- 
tion addressed to the EEC Commission, notifying it con- 
cerning the creation of a “Committee for the Co-ordina- 
tion of Trade Policy”, replying to the EEC memorandum 
of April 1958 and subsequent statements, and indicating 
the subjects that the co-ordination committee would be 
equipped to discuss with the relevant EEC body during 
the preparatory stage preceding the negotiations them- 
selves. 
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STATISTICAL ANNEX 


Table A 
LATIN AMERICA: BREAKDOWN OF VALUE OF EXPORTS, BY AREAS 
(Percentages) 
Area or country 1957 1958 1959 1960 1961* 
North America... "46.0 46.4 46.1 43.6 38.8 
Western Europe... «+s Shey) 29.6 30.2 31.6 31.9 
WENGE eet aes. oe. cae eaee 16.9 16.1 17.2 18.4 18.5 
ERA Rees cee ren eae as 12.6 11.6 11.5 11.8 =~ AU) 
i Pte ere eae Oe cbt 2.6 2.6 3.0 2.8 4.0 
Australia, New Zealand and 
Southied frica seen ers meee 0.2 0.3 0.3 0.3 0.3 
Total: industrialized countries 80.6 78.9 79.5 78.3 75.0 
Countries with centrally-planned = : 
CGCONGMICS ay sils, - etme), mde 1.4 1.9 1.8 Biel 6.1 
Bes Union and Eastern 
uropeeras ssc co meee 1.4 1 18 2.9 5:5 
Matiand (Chinceeeue eae — 0.1 — 0.2 0.6 
[atin eAmericaters sine ee ae 8.8 9.3 8.7 8.2 6.5 
Middle East, Africa, Asia and - 
unclassified? ........ 9.3 9.9 10.0 10.4 12.4 
Total OE Tee i IRS 100.0 100.0 100: 0 100.0 100.0 


atncia! United Nene Monthly Bulletin of Be June 1960; June 1961 a December 
1961. OAS/ECLA, Economic and social survey of Latin America, 1961 (provisional text). 
* Estimates based on data for the first six months. 
> The amounts for the Middle East, Africa and Asia (excluding Japan and mainland China) are 
> relatively small: 120 million in 1958; 118 million in 1959; 139 million in 1960 and 152 million 
in 1961. The balance chiefly represents exports oe Venezuelan petroleum to the Netherlands 
_ Antilles and British West Indies. 
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Table E 
LATIN AMERICA: EXPORTS TO EEC 


(Fob values in millions of dollars) 


Area or country 1928 1935 1937-38 1948 1949 1950 1951 1958 1959 1960 

Ar centina seem crim cenonte 842 167 266 394. 269 279 326 330 376 419 
Bolivia Af fe 2 cs see eons Is 33 12 0.3 0.4 0.2 0.4 2 4 3 
Brazil ek co ee hee 271 93 106 157 149 172 296 218 253 249 
Golombia tease see oe ING 163 18 6 16 20 34 66 Til 89 
Chilesg92 > ey et ears 89 os) 44 53 54 40 64 110 151 149 
Keuadorac me aes 11 2 4 5 4 12 10 21 23 24 
Paraguay ee = 2 cee cee 2 1 2 0.4 1 1 4 5 5 4 
Peri diceeoee et ea oe ee 29 19 21 14 19 29 50 70 82 133 
Urusuayneee ene aero 66 30 22 50 47 53 46 39 28 48 
Venezuela to. mores cee 15 6 25 41 45 50 57 162 137 137 
Total for South America . 1 347 360 520 (Al 604 660 887 1023 1130 1255 
Mexican, | sic Seor ines 81 33 40 31 23 17 66 37 44, 58 
Central American Republics" 93 ihe” 16 16 19 47 HS 197 193 209 
Cubase emiavecate sk cicers.s 20 6 8 133 80 67 84 35 45 — 

fletneS ais Se . oe 

Total for Central America 194 58 64 180 122 131 175 269 282 267 
Total for Latin America . 1541 418 584 901 726 791 1 062 1 292 1 412 522, 


EE EE A ES IE BL I TE REST I IE TE IES ST LT LD ST DE SII DELL EEO DE PCIE ITLL NELLIE LT AE LLL LAETOLI LLL LIE LEEDS, 


Sources: 1928-1935: League of Nations, The network of World Trade. 

1937-1938: A study between Latin America and Europe. United Nations 1953. 

1948-1960: Economic Bulletin for Latin America. Statistical Suplement, Vol. V y VI, Santiago, Chile. 
® Costa Rica, Dominican Republic, El Salvador, Guatemala, Haiti, Honduras, Nicaragua, and Panama. 


Table F 
LATIN AMERICA: BREAKDOWN OF VALUE OF EXPORTS TO EEC AND EFTA 1958-60 
(Percentages) 
F EEC EFTA Total EEC and EFTA 
Country 
1958 1959 1960 1958 1959 1960 1958 1959 1960 

South America 

IAT SCTIUIT Bettas = cad Saco oes ences 33.3 Deon 38.8 DAT 25.9 23.6 60.4 63.2 62.7 

raze Mee eye See Roe ence ke eens as 17.5 19.7 19.6 (wy 12.4 Ne 29.7 32.3 32.4 

Bolivia ® Nes o chsa ta. ee ee sie 4.6 5.0 51.6 46.0 Bost. 54.9 50.7 60.7 

Gotombiae og eet se ee 14.4 15:2 19.1 5.0 8.6 7.6 19.4 23.9 26.7 

Gliese Mets Ape ae es: Schee eae eee 28.3 30.4 30.5 16.8 17.6 is 45.1 48.0 51.8 

Ecuador . ne Solan vege oe 22.6 2223 Zoe! 3.6 2.0 280 26.2 25.4 25.8 

(Raraeuays am io 62.2 v ek oe Bee 15.3 IS} 16.0 13.0 9.6 10.7 18.3 26.9 26.7 

RDeritiry tase te oes. eo eet ee ae 23.8 26.2 30.8 12.2 12.7 9.7 36.0 38.9 40.6 

Rp WAVGes ec bs, c,h e Lea ee 28.1 28.2 36.7 21.9 14.7 28.3 50.0 42.9 65.0 

Wenezlicl astride fc: oso ao: Mate et oe 7.0 5.8 5.4 TES 7.9 9.3 14.5 13.8 14.7 
Central America 

Gostae NiCd gre < rss co) Sew eee 33.3 34.7 33.0 1.9 3.6 Det 35.2 38.4 35.8 

LSE Gree Wie. 5 capes mee Ra aes ae RI 38.2 34.8 38.3 2.5 Sell Onl 40.7 48.0 51.8 

Gintentlawerme ta woe cet sss coat a 22.0 24.2 28.2 5.0 5.0 4.4 27.0 29.2 32.6 

AGW OLIRE! -3 0 6 Mane aes See ee 9.4 14.1 12.6 3.6 3.6 4.5 13.1 ae 17.1 

ING APA CUS A es tesco ine 6s aa sho 35.3 31.0 25.3 8.2 %3 4.5 43.5 38.3 29.8 

JOGOS) oe ee ne ce ar a ee are 2.1 — Del 1.0 — —- 3a — PAL 
Mexico 6.6 tee 9.2 oe Sr 3.0 9.8 10.6 iy. 
Caribbean Countries 

Cuba SERS ora eke ea ta ae RE ee 4.7 7.0 — fie 5.0 — 12.0 124 — 

Haiti PIs EEC, Rea ee ae ee 38.5 B78 — 10.8 8.0% — 49.3 42.5 — 

Dominican Republic .. ....... 8.7 tte 11.8 26.0 17.6 14.3 34.7 28.7 26.1 
eee enna nen SS 


Source: ECLA, on the basis of national statistics. 
* Based on derived figures. 
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Table G 


SOUTH AMERICA AND MEXICO: EXPORTS OF SELECTED COMMODITIES TO WESTERN 
KUROPE AND TO THE WORLD, 1960 


(Thousands of dollars) 
SSS SSS SS 


Commodity EEC EFTA A Ae parte sa 
Hurope age 
Cereals (wheat and maize) . . .. 123555 36 184 159 739 289 578 55 
Meat and preserved meat... . . 39 117 137 561 176 678 232 292 76 
NCO Lene ec APS Ey 77 923 48 222 126 145 225 350 56 
Peanut and linseed oil . . . . . . 50 266 5 698 55 964 60 478 92 
Fruit (oranges and apples)... . 10 846 7 381 18 227 26 419 69 


a aS 
Source: National statistics elaborated by ECLA. 


Table H 


EXPORTS OF BEEF AND VEAL BY THE MAJOR PRODUCER COUNTRIES 
(Thousands of tons) 


SS SE EE TEST SE BEET PSS SES YEE SS SE SS I IE IS, 


Average 
Country 1934/38 1953 1954 1955 1956 1957 1958 1959 1960 
South America 

POPSET © cee ae eee SS ol aN SS. an 409 97 105 192 363 355 375 345 287 
SEZ So ns Se 43 1 9 hl 33 23 5 
CES ee a ee eee 54 41 45 35 27 32 19 22 ay) 

Oceania 
Aig TRE Oa eee ee ee ee ee 107 38 114 149 125 161 166 230 150 
Bind LP Owe. S - = Tee wa = va wo 48 57 60 96 120 117 118 90 105 

Europe 
er ees etc east e oe ayy 13 35 56 42 46 83 72 60 71 
re. Se Sa eee ee 1 4 47 53 15 1 4 30 62 
United States 2 1 6 5 31) 32 4 4 6 
ose ert a ec Pome a dintmetune a ent e-h- 'o: ya es 730 360 545 650 843 951 956 975 950 


SET EP EE ETE I ES ETE LE 


Sources: FAO, Monthly Bulletin of Agriculture, Economics and Statistics, January, May 1957, June 1959, May, June 1961, quoted by 
the Boletin Mensual del Banco Francés e Italiano para la América del Sur, January-February 1962. 
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Table I 


SELECTED EUROPEAN COUNTRIES MEAT IMPORTS FROM LATIN AMERICA 
AND OTHER REGIONS* 


(Cif values in millions of dollars) 
—— 


Percent- Percent- Percent- Percent- 
Importer country 1934/38 née 1958 age 1959 axe 1960 age 


United Kingdom 


Totalacaucaecsate b<.0 411 989 971 972 

Latin America? . . . Ill 27.0 192 19.4 191 19.7 153 15.7 

Other countries. . . 300 73.0 797 80.6 780 80.3 819 84.3 
Germany 

Potaleeon tee 41 230 323 185 

Latin America’. . . 5 12.2 17 1.4 28 8.7 15 8.1 

Other countries... 36 87.8 213 93.6 295 91.3 170 91.9 
Italy* 

i otalicer access east ie 155 159 207 

Latin America? . .. ... 31 20.0 32 20.1 22 10.6 

Other countries... ... 124 80.0 127 79.9 185 89.4 
France® 

otalwse cen cee ee ae 57 46 88 

Latin America®... ... 9 15.8 4 8.7 3 3.4 

Other countries... ... 48 84.2 42 91.3 85 96.6 


BS NE ES AS I TE ELL ED CECE ELE AIL ALLL ELLE DELL LLL ALE EAE 


Sources: Economic survey of Europe since the war, op. cit., United Nations, Commodity trade 
statistics, Statistical Papers, Series 

* Including beef, mutton and pork from meat on the hoof to preserved meat. 

> Including Argentina, Brazil, Chile, Paraguay and Uruguay. 

© France and Italy did not import meat before 1939. 


Table J 


LATIN AMERICA: CEREAL EXPORTS 
(Millions of dollars) 


a Exported to 

E Latin Rest of 

Stir es a America EEC EFTA world Total 
year Ee 


; Wheat 
Argentina 
1O5O/S i seer see a, 41.0 46.2 jg eee lak 176.2 
LES eee eS a a eer eee 72.8 26.8 22.8 Sak 126.1 
195 Gap ar es Saas eee 86.3 24.9 19.0 5.0 135.3 
a AY (ot Janes gee ler eee 88.7 27.0 2I1. 5.3 142.7 
Uruguay 
OSD ia ee ae 0.5 — 0.1 1.0 1.6 
os ER ee earns Reve res opt aa eS ie fe 4,2 0.3 14.8 
5 See ee a = vn = = 
.. Maize 
Argentina 
Us Ta Vly ee et ee ae ete se 1,2 22.0 14,1 0.6 37.9 
FO Gie pee Sta tere en aoe te Ss 0.3 58.9 11.2 11.2 81.5 
OO Deere Meh sgnre= oes ale 0.4 89.8 19.4 14.4 124.1 
OG as oe saci eee 0.9 90.7 13.3 19.3 124.2 
Mexico 
OSU / Dili eae ae — — — — = 
OSB Bias ae aie —- — — — — 
BLO Es O ire ae gee bee ee — — — — — 
W960, eee de? 5.8 11.2 13.8 22.0 


Source: National statistics, elaborated by ECLA. 


Table K 


SELECTED EUROPEAN COUNTRIES WHEAT IMPORTS FROM ARGENTINA 
AND URUGUAY® 
(Millions of dollars) 


SEED 
Importer 1934-1938 Seg 1958 Percent- 1959 Percent- 1960 Percent- 


country age age age 


United Kingdom 


Total epee ep AOL 319 304 293 
Argentina . . . 24 13.3 26 8.2 28 9.2 20 6.8 
Uitte itd yaad See 4 1.3 — — 
Germany 
Total Sea ee 31 154 166 134 
Argentina... Z 22.6 18 ila hyd 18 10.8 17 12.7 
Uriniaye os ee 1 — 2s = 
Italy 
OLAS east k 28 16 5 41 
Argentina . . . 8 28.6 3 18.8 — 4 9.8 
Piraiuaystcn sh eae Ae — 
France 
Total 2.6 Su 64 moe 33 45 28 
Argentina... ... 1 3.0 1 PRY 2 7.0 
Uruguay sake a aS: 
Benelux 
Lotal Piers. 41 31 29 26 
Argentina . . . ll 26.8 4 12.9 3 10.3 2 det 
Uruguay ... che —_ — — 
Netherlands 
Totales. Shake 19 48 54 43 
Argentina... 5 26.3 33 4.2 1 2.0 3 7.0 
rane licemasoncee atk 1 2.0 — 


Sources : Economic survey of Europe since the war, op. cit.; United Nations, Commodity Trade 
Statistics, Statistical Papers, Series D. 
* Unmilled wheat. 


Table L 


PROJECTION OF WHEAT SUPPLY IN EEC, 1965 
(Thousands of tons) 


OECD Study 
Wheat 1955/56 1965 hypotheses 
SUSTISS Basis* I I I 

Area (thousands of hectares) ......... 10 356 10 941° 10 603 10 603 10 603 
Yield (quintals per hectare) ......... 21.8 oA RE 25:0. 25.7 25.7 
Qi fig i SS ee en 22 580 23 746 27 290 27 290 27 290 
MAEVETILOLY = VATIANON = Son ch Saag) ass, ae eae +458 

Net import requirements Se See ea 43175 +269 +164 3 

Net export requirements (—) ....... 
vara buitienciacsicn ee on osade, oa es ee Se 25 299 27 559 27 454 27 287 
Destination of supplies 

PRT ACEC saree eee oa eee ee 2 402 4 216 4 216 4 216 

MR ae re eer or te re ea ae re aa 2 249 1911 1911 1911 

Priduattial uses. ok ee eee eo eh Cee 47 46 46 46 

RS be tek aia ca ee ee eg 365 381 381 381 

Food for human consumption (gross)... . . 20 236 21 005 20 900 20 733 

Extraction rate (per cent) ......... 75.6 Ul 77 IKE 

Food for human consumption (net) ..... . 15 301 15 762 16 182 16 105 15 980 
Degree of self-sufficiency (per cent). ..... 89.3 99.0 99.4 100.0 
Annual per capita flour consumption (kg) . . . 92.3 95.5 ES 91.6 91,2 90.5 


Source: Study undertaken by the Board of Agricultural Experts appointed by the European Economic Community. 


® 1955/56-1957/58, except France in 1956. 
> The figures given as the basis of the study are higher than the averages calculated on the basis of the OECD figures, since the poor 


harvest of 1956 was not taken into account by the experts. 
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Table M 


LATIN AMERICA: WOOL EXPORTS* 


(Millions of dollars) 
ee 


Destination 


Exporter ; a ; Poial 
t d Latin ; Rest oO ota 
pees ead America EEC EFTA world” 
Argentina 
1950/5 gears eae arr 6.2 49.9 533 110.0 181.6 
OSG Same ee aicws ec 1s ayes 0.6 42.8 15.7 39.9 99.0 
105 Oar ar src e eS otis 0.5 41.5 19.5 57.6 119.2 
OG Omens eh hes ees 2.1 49.1 25.5 67.7 144.4 
Uruguay 
LOSS ier er eee he. Cae nreree et 22.5 7.0 109.3 140.0 
CEES. Loi eee emer 5 0.4 25.0 19.9 36.1 81.6 
1 OS Siete bec, ows, neti aree tie 0.4 12.2 el: 35.9 55.6 
LOGO Mie sateare nto e cere 0.7 26.6 15.2 25.8 68.3 
Rest of Latin America® 
1950/51 ease a: Coe alone estes 0.5 ORS 8.6 18.0 29.4 
NOD Gi rcetonn ss eas Re eee 0.2 fei 9.6 5.4 16.2 
dS asses a im a Seer he 0.2 4.4 9.1 8.3 21.9 
a OTS 0 eta a Tes ma ae sn A a aa 0.3 RD) 7.6 2.6 12.7 
Total: Latin America 
TO50/5 Le ros eciea: eiccnet oogtie ae 7.8 74.7 31.0 237.4 350.9 
O58 Sieg eke cabicdn wisn cette cons lis 68.9 45.2 81.4 196.8 
1959 yee eet coke Seta oy iil 58.1 35.6 101.8 196.6 
E960 Poa ete eden cing hee Sill 71.9 48.2 96.1 225.4 


Source: ECLA, on the basis of national statistics. 
* Comprising greasy wool and wool in bulk. (which represents about two thirds of total wool 


exports), washed or semi-washed wool and combed wool. 
> Mainly the United States. 
© Brazil, Chile and Peru. 


Table N 


SELECTED EUROPEAN COUNTRIES: IMPORTS OF WOOL AND FINE ANIMAL HAIR 
BY PRINCIPAL SOURCES* 


(Cif values in millions of dollars) 


nnn nnn nn nnn ccnneencncneeneee ee a SSS SSS SSS SSS SSS 


Percent- Percent- P. te P - 
I : ercen ercent 
mporter country 1934-1938 a 1958 Gee 1959 age 1960 age 
United Kingdom 
Total PE Ee Oe A se AOR ee 204.0 407.2 471.7 419.7 
TeatimpeAtmerica® 2m. 6 > chee 23.0 tS) 38.7 9.6 42.7 9.1 50.6 a 
Germany 
sotaler mutation tee Nie ge 5 83.0 155.9 177.8 
Latin America®... 1... 26.0 31.3 14.1 9.0 21.2 12.0 196 12.4 
Italy 
SWOTEIS 2° SS cee ak oo ona 24.0 161.7 172.9 
Watimpamerical=stre oe ot 8.0 Doe UB: 4.3 16.9 12.1 ae 8.9 
France 
AOC ieee MEE go co 2 68.0 196.2 203.5 
Latin America®... ... 12.0 17.6 16.4 8.2 18.7 9.3 “186 8.7 


Sources: Economic survey of Europe since the war, op. cit.; United Nations, Commodity Trade Statistics, Statistical Papers, Series D 


* Greasy, washed, semi-washed, bleached and dyed 1 (ineludi i i 
is ae ond pee ines yed wool (including fine animal hair from 1956 to 1960). 
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Annex I 


ACTIVITIES UNDER THE GENERAL AGREEMENT ON TARIFFS AND TRADE (GATT) 


In the present report a number of references have been made to 
GATT, to which nine Latin American countries belong in the 
capacity of Contracting Parties or associates, Various negotiations 
of basic interest to the Latin American countries as a whole are 
being conducted through the medium of this agency, which is 
now recognized to be the principal world forum for discussion 
of questions of trade. Arrangements have been made by GATT 
for non-member countries to participate in its work when the 
subjects under discussion relate to primary commodities. In fact, 
the report of the Working Party on Primary Commodities, dated 
21 November 1958, which concerns the future activities of the 
Contracting Parties pursuant to the resolution of 17 November 
1956 on trade in primary commodities, states that “Article XXII 
provides for consultations between contracting parties on any 
matter affecting the operation of the Agreement. At this session 
the Contracting Parties have adopted procedures whereby these 
can be broadened into multilateral consultations and it should 
be noted that there is nothing in the Article which would prevent 
the participating governments from inviting non-contracting parties 
fertake part... 


COMMODITY GROUPS 


At the meeting of Ministers of GATT (November 1961), the 
question of trade in agricultural products was discussed, and the 
Ministers expressed their great concern about the degree and 
extent of agricultural protectionism, the widespread recourse to 
non-tariff devices and the serious effects which these devices had 
on international trade in agricultural products. 


The Ministers recommended to the countries members of GATT 
that they should adopt procedures designed to establish the basis 
for the negotiation of practical measures for the creation of ac- 
ceptable conditions of access to world markets for agricultural 
commodities. They requested specifically, and GATT subsequently 
agreed, that: 


(a) Progress of the work in this regard be supervised and co- 
ordinated through the GATT Council of Representatives; 


(b) The Council be authorized, inter alia, to establish such 
preparatory groups as may be necessary; 


(c) A beginning be made, early in February 1962, with a 
preliminary examination of possibilities for solution of the problem 
of cereals, and that for this purpose a group be established; 


(d) As soon as possible thereafter, namely at its February ses- 
sion, the Council should initiate discussion of the problems in 
other commodities with differing characteristics, for example, meat. 

The Contracting Parties of GATT subsequently set up a Work- 
ing Party on Meat and a Working Party on Tropical Products, 
to join the Working Party on Grains. These Working Parties are 
still at the preliminary stage of their work, since EEC and the 
United Kingdom wish to wait for the results of the negotiations 
that are being conducted in Brussels on the accession of the 
United Kingdom and the agreement on the association of the 
African States. 

The formula adopted by the meeting of Ministers of GATT, 
which has been set forth before, was based on a general proposal 
made by the Minister of Finance of France at that time and 
endorsed by the countries members of EEC. 


Annex II 


GATT TARIFF CONFERENCE 


It is expected that a new and highly important tariff conference 
may be held once the Government of the United States is juridi- 
cally in a position to take an effective part in it. A study should 
be made of the ways and means of achieving negotiations be- 
tween Latin America as a whole and EEC — and, if necessary 
other regions — in relation to three categories of products: (a) 
temperate-zone products; (b) tropical products; and (c) semi- 
finished and manufactured goods. (In the case of mining products 
and their derivatives it would be necessary to study the way in 
which they are affected by the common external tariff and to 
take appropriate action.) 

The situation in regard to the first two categories is clear as 
far as the negotiation of customs duties is concerned. Latin Ame- 
rica would grant adequate tariff reductions and consolidations in 
exchange for reciprocal benefits with respect to the items that 
constitute the general basis of its export trade. Naturally negotia- 
tions of this kind would be valid only in so far as they were not 
nullified by non-tariff restrictions and tariff preferences. Latin 
America has already had more than sufficient experience of the 
negative effect of such tariff concession measures and has no 
desire whatsoever to take part in tariff negotiations likely to be 
equally sterile in their outcome. 

With respect to semi-finished and finished goods, the prospects 
are singularly promising. The economic development of Latin 
America will largely be founded on more sales of these goods. 
Technology is carrying Western Europe, in common with the 


United States, towards increasingly improved forms of production, « 


and it is indispensable for the countries in process of develop- 
ment to diversify their exports at least as rapidly as the more 
developed countries are widening their own radius of action in 
the international sphere. 

In this connexion, mention should be made of the recommenda- 
tion formulated by the ministerial meeting held by GATT in 
November 1961, and attended by the representatives of various 
Latin American countries, 

On that occasion, it was decided that the reduction of tariff 
barriers on a most-favoured-nation basis should be continued. It 
was recognized that the traditional GATT techniques for tariff 
negotiations on a commodity-by-commodity and country-by-country 
basis were no longer adequate to meet demands imposed by the 
changing conditions of world trade. It was therefore decided to 
consider the adoption of new techniques, particularly the method 
of linear tariff reduction. The Ministers recognized that, in work- 
ing out new procedures, such as linear tariff reductions or pro- 
grammes of phased reductions over a period of years, full account 
would have to be taken of the differing characteristics of the 
trade, tariff levels and economic structure of contracting parties 
and the problems which arose for countries exporting only a few 
commodities. The representatives of countries which were not 
primarily exporters of industrial goods expressed the willingness 
of their Governments to consider participation in tariff negotia- 
tions provided that they were able to obtain real trade benefits, 
particularly through the negotiation of other barriers to trade. 
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The Ministers were generally agreed that a more flexible attitude 
should be taken with respect to the degree of reciprocity to be 
expected from countries in process of development. 

These conclusions should be considered in relation to the de- 
cisions taken by the Ministers concerning the obstacles to trade 
facing the less developed countries. In this connexion, a declara- 
tion was adopted which contained various recommendations on 
quantitative restrictions, tariffs, revenue duties, State trading, 
preferences, subsidies and disposal of commodity surpluses. 

All these considerations should be expressed in practical terms 
in any negotiations that Latin America may institute with EEC. 

One of the factors that impedes diversification and consequently, 
any increase in exports on the part of the developing countries is 
the frequent disproportion between the tariffs applied to products 
processed from countries to raw materials and those applied to 
products processed from the same source. This should be borne 
in mind for all tariff negotiations with industrialized countries. 
An example is given in the following table of the way in which 
customs duties are graded in the EEC common tariff according 
to the extent to which the different products have been processed. 


Product Unprocessed Semi-processed Finished 


Meat extract 2 per cent (tins of 9 per cent (tins 24 per cent 


20 kg or more) of 1-20 kg) (tins of 1 kg 
or more) 

Wool Exempt 3 per cent 13 per cent 

(combed) (cashmere) 
5 per cent (yarn) 

Cacao 9 per cent _- 27 per cent 
(powder, 
unsweetened) 

Cotton Exempt 3 per cent 15-19 per cent 

(carded, combed) (fabrics) 

Sheep and Exempt 6-10 per cent 10-20 per cent 


goat skins 


As the industrialized and developing countries have already 
acepted the principle that the latter should export more semi- 
finished and finished goods, it would be desirable for the tariff 
protection margin to be narrowed so that this aim could be ful- 
filled. 


Annex III 


DECLARATION BY EEC AND THE UNITED STATES 


On 7 March 1962, EEC and the United States of America signed 
a joint declaration in which they expressed the opinion that in 
1962 their mutual trade relations would be modified, particularly 
in the agricultural field, as a result of certain developments such 
as the decisions of EEC with regard to its common agricultural 
policy, the entry into force of the association Treaty between 
EEC and Greece, the conclusion of negotiations on the renewal 
of the association Treaty between the associated overseas coun- 
tries and EEC, the continuation of the negotiations for the United 
Kingdom’s accession to EEC, the beginning of the activities of 
the EEC Working Party on Grains and the negotiatory powers 
which will be rested in the President of the United States, once 
the new Trade Agreements Act has been adopted. 

At the same time, an agreement was signed with respect to 
maize, sorghum, ordinary wheat, rice and poultry, whereby EEC 
undertook to enter into negotiations on the situation of United 
States exports of these commodities once a common agricultural 
policy had been adopted with respect to them, and, in the mean- 
time, not to make its national import systems more restrictive. 

An agreement was also signed on quality wheat, which stated 
that negotiations would commence as soon as the EEC Council 


“The Community undertakes to enter into negotiations on the 
subject of the consequences on imports from Third Countries of 
the common agricultural policy to be applied. It does not exclude 
negotiation on the maximum level of the levy or levies. This 
negotiation shall take into account the importance of international 
trade in wheat and shall be such as to provide for the evolution 
of this trade with the Community under fair and reasonable 
conditions.” 

It further stated that: 


“Consultations shall take place if imports from non-EEC Con- 
tracting Parties show any appreciable decline in any period below 
the average of the corresponding period of the last three years. 
If the decline is related to the implementation of the common 
policy for wheat the Community and the Member States will take 
appropriate measures to remedy the decline.” 


This precedent opens up interesting possibilities with respect 
to future negotiations between Latin America and EEC, since 
it seems justifiable to assume that if EEC has recognized the 
existence of problems arising out of its trade in specific products 


of Ministers had decided to introduce the common policy for with the United States it will also recognize them — and act 
wheat and at the latest by 30 June 1963, and added that: accordingly — in relation to its trade with Latin America. 
Annex IV 


POWERS CONFERRED UPON INTERNATIONAL ORGANIZATIONS 


OFFICIAL TEXTS RELATING TO THE POWERS AND TERMS OF REFERENCE OF THE INTER-GOVERNMENTAL ORGANIZATIONS CONCERNED WITH 
QUESTIONS OF TRADE IN LATIN AMERICA 


1. Inrer-AMERICAN DeveLopmeNT Bank (IDB) 


Establishing agreement: Article 1, Section 2. Functions 


To implement its purpose, the Bank shall have the following 
functions: 


(iv) To co-operate with the member countries to orient their 
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development policies toward a better utilization of their resources, 
in a manner consistent with the objectives of making their eco- 
nomies more complementary and of fostering the orderly growth 


of their foreign trade. 
Article XIV. General provisions. Section 2 


: The Bank may enter into arrangements with other organiza- 
tions ... for other purposes consistent with this Agreement. 


Mh nne 


sein stdin ith iat i alae tala iene 


Resolution AG-5/62* 
STUDY ON THE FINANCING OF EXPORTS 


(Adopted at the fourth plenary meeting of 25 April 1962) 
The Board of Governors 


Decides: 


1. To recognize the urgent need to have adequate systems of 
financing for Latin American exports that would contribute to the 
economic and social development of the countries members of 


the Bank. 


2. That the Board of Executive Directors of the Bank shall 
examine and submit to the Board of Governors, before 31 De- 
cember 1962, a report on the different systems or mechanisms 
that could be used to obtain financial resources for such exports 
and, where appropriate, present specific proposals for the amend- 
ment of the regulations in force or of the Establishing Agreement 
of the Bank, in accordance with the conclusions reached and 
with due regard to the proposal presented by the Governor for 
Brazil (document AG-III/8 of 22 April 1962) and the suggestions 
and comments of the member countries. 


3. That the Board of Executive Directors shall also study ways 
and means of setting up a regional system of guarantees for 
export credits, if deemed expedient. 


2. Economic Commission For Latin America (ECLA) 
Terms of reference of the Commission 


1. The Commission ... shall ... 


(a) Initiate and participate in measures for facilitating concerted 
action for ... strengthening the economic relations of the Latin 
American countries both among themselves and with other coun- 
tries of the world. 


9. The Commission shall co-operate with and take the necessary 
measures to co-ordinate its activities with the appropriate organs 
of the Inter-American System; to this end the Commission is 
empowered ... to make working arrangements with the appropriate 
organs of the Inter-American System regarding the joint or inde- 
pendent study or execution of economic problems within its com- 
petence . 


10. The Commission may, after discussion with any specialized 
agency concerned, and with the approval of the Council, establish 
such subsidiary bodies as it deems appropriate, for facilitating 
the carrying out of its responsibilities. 


Resolution 101 (VI) 
TRADE COMMITTEE 


Resolves: 


1. To set up ... a Trade Committee ... for the purpose of 
intensifying inter-Latin-American trade — without prejudice to 
the expansion of trade with other regions and mindful of the 
fundamental necessity of increasing over-all world trade — through 
a solution of the practical problems which hamper or delay such 
trade and the preparation of bases to facilitate trade negotiations. 


2. To this end, the Trade Committee shall concern itself with 
the preparation of specific proposals, in harmony with the present 
and future bilateral and multilateral commitments of member 
Governments, and the modifications they may make to them, and 
taking into consideration national or regional economic conditions. 

In carrying out its functions the Committee shall bear in mind 
the topics ... such as ... specific questions of trade in given 
products ... 


Ne Unofficial translation. 


Resolution 121 (VII) 
REPERCUSSIONS OF THE EUROPEAN COMMON MARKET 
(Adopted on 27 May 1957) 
Considering: 
Gaiicn 


(b) That, under the terms of resolution 102 (VI), this Com- 
mission recommended to the secretariat that, in co-operation with 
the Department of Economic and Social Affairs of the United 
Nations, it should continue the analysis of the markets for those 
basic commodities which are of decisive importance for the eco- 
nomies of the Latin American countries; 


(c) That both the stability and the prosperity of the economies 
of the Latin American countries, as well as the possibilities of 
their development at a satisfactory rate, largely depend on the 
volume and value of their exports of primary commodities, which 
in turn are conditioned by the situation of the available markets; 


(d) That the creation of the European Economic Community 
and the possible formation of a free-trade zone in Europe may 
have repercussions on the sales prospects and prices of Latin 
American primary commodities on the world markets, to an 
extent not yet possible to assess; 


(Ee). 


Decides: 


Wate 
Dieses 


3. To recommend to the secretariat that it carry out studies on 
world market prospects for Latin American primary commodities, 
taking into consideration in particular the consequences that may 
arise from the European common market, from thé possible 
establishment of a free-trade zone in Europe, and from other 
similar projects; 


4. To recommend that these studies be conducted along broad 
lines, so that they cover both the indirect effects on Latin Amer- 
ican trade of the possible repercussions of European integration 
on third areas, and also the probable trend of trade in Latin 
American primary commodities over a reasonable future period; 


oy 


6. To make the following recommendations to the member 
countries of the Commission, especially those of Latin America: 
(a) that they consider the desirability of carrying out consulta- 
tions on the possible repercussions of the European common 
market; and (b) that they send representatives, in an appropriate 
capacity, to international conferences at which questions bearing 
on the European common market and its possible effects on Latin 
America’s economy and trade are considered. 


An ECLA resolution of 19 June 1950 empowered the secretariat 
to convene informal meetings of experts in international trade, if 
and when appropriate. 


By a resolution of 25 April 1953, ECLA requested the secretariat 
to continue to study the evolution of trade between Latin America 
and the principal industrial centres, and authorized it to consult, — 
if it deemed advisable, with expert working groups to advise it 
on the different aspects of such studies. 


By a resolution of 27 May 1957, ECLA recommended that the 
secretariat continue to observe closely the economic integration 
of Europe, that it keep the member Governments supplied with 
the revelant information and that it carry out broad studies on 
the prospects of trade relations between Latin America and 
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Europe. At the same time it recommended to the member States 
of the Commission, especially those of Latin America, that they 
carry out consultations on the possible repercussions of the Euro- 


pean common market. 


By a resolution of 10 May 1961, the ECLA Trade Committee 
recommended to the secretariat that, in carrying out its studies 
on trade policy, it give special consideration to the expansion 
of trade with other regions, and examine the problems of trade 
relations with countries or groups of countries in other parts of 
the world. When this resolution was adopted, it was pointed out 
that it was linked up with the ECLA resolution of 15 September 
1955, in that, for such purposes, the “Trade Committee shall 
concern itself with the preparation of specific proposals, in har- 
mony with the present and future bilateral and multilateral com- 
mitments of member governments, and the modifications they 
may make to them, and taking into consideration national or 
regional economic conditions”. 


3. GENERAL TREATY ON CENTRAL AMERICAN Economic INTEGRATION 


Chapter IX. Organs 


Article XX 

The Central American Economic Council, composed of the 
Ministers of Economic Affairs of the several Contracting Parties, 
is established for the purpose of integrating the Central Amer- 
ican economies and co-ordinating the economic policy of the 
Contracting States, 


The Central American Economic Council shall be the organ 
responsible for facilitating implementation of the resolutions on 
economies integration adopted by the Central American Economic 
Co-operation Committee... 


Article XXI 

For the purpose of applying and administering the Treaty and 
of undertaking all the negotiations and work designed to give 
practical effect to the Central American economic union, an 
Executive Council ... is established. 


Article XXIII 

A Permanent Secretariat is instituted, and shall act as such 
both for the Central American Economic Council and the Execu- 
tive Council ... 


Article XXIV 

The Secretariat shall ensure that the Central American treaties, 
bilateral or multilateral treaties on free trade and economic inte- 
gration in force between any of the Contracting Parties, and all 
other agreements relating to Central American economic integra- 
tion already signed or that may be signed hereafter ... are prop- 
erly executed ... 


The Secretariat shall ensure implementation of the resolutions 
adopted by the Central American Economic Council and the 
Executive Council ... 


4. CenTRAL AMERICAN BANK FoR Economic INTEGRATION 


In which Guatemala, E] Salvador, Honduras and Nicaragua 
participate. 


Article 2 


“The purpose of the Bank shall be to promote the economic 
integration and balanced economic development of the member 
countries. In pursuance of this objective, its activities shall be 
primarily designed to meet the needs of the following investment 
sectors: 


(a) Infrastructural projects to complete existing regional sys- 
tems or counterbalance disparities in basic sectors which hinder 


162 


a 
_.. balanced economic development ... The Bank shall not fi: 
nance infrastructural projects of purely local ... scope; 


(b) Projects for long-term investment in industries of a re- 
gional character or of importance for the Central American 
market ... The Bank’s activities shall not include investment in 
essentially local industries; 


(c) €o-ordinated agricultural projects to improve their 
efficiency and their competitive capacity within the common 
market with a view to facilitating free trade among the Central 
American countries; 


(d) Projects for the financing of services vital to the operation 
of the common market; 


(e) Other productive projects calculated to create economic 
complementarity among the member countries and to expand 
intra-Central American trade.” 


Article 7 


“(f) To act as intermediary in the concerting of loans and 
credits for the Governments, public institutions and established 
enterprises of the member States, to which end it shall institute 
such arrangements for co-operation with other Central American, 
international and foreign institutions as it may deem expedient in 
that connexion, and shall be empowered to take part in the pre- 
paration of the specific projects concerned.” 


Article 1] 


“The Board of Governors shall be at liberty to delegate all its 
powers to the Board of Directors, except those relating to the 
following procedures: 


(g) Authorization of the conclusions of general agreements 
relating to co-operation with other agencies.” 


5. Lartn AMERICAN FreE-TrADE Association (ALALC) 


The preamble to the Treaty of Montevideo contains the following 
consideranda expressing the views of the signatory States: 


“Convinced that the strengthening of national economies will 
contribute to the expansion of trade within Latin America and 
with the rest of the world”; 


“Certain that any action to achieve such ends must take into 
account the commitments arising out of the international instru- 
ments which govern such trade.” 


Article 17 indicates that the treatment accorded to raw materials 
and to other goods included in the complementarity agreements, 
inasmuch as they derive from third countries, may be reconciled, 
which presupposes negotiation with the said countries. 


Article 62 of the Treaty indicates that its provisions will be 
reconciled with those of existing agreements with third countries, 
which likewise presupposes mutual negotiation. 


Article 39 of the Treaty states that one of the duties of the 
Standing Executive Committee of the Association is: 


“(c) To represent the Association in dealings with third coun- 
tries and international organs and entities for the purpose 
of considering matters of common interest. It shall also 
represent the Association in contracts and other instru- 
ments of public and private law.” 


6. ORGANIZATION OF AMERICAN STATES 


(a) OAS Economic Conference (Buenos Ai 15 ‘ 
tember 1957) os Aires, 15 August-4 Sep- 


aS 


Resolution XXXIII: 
BASIC PRODUCTS 


The Economic Conference of the Organization of American 
States, 


Whereas: 


It is also desirable and urgent to consider the effects that the 
formation of economic groups in other continents may have on 
the export markets of basic products of the Latin American coun- 
tries; and 


Resolves: 


1. To recommend to the Inter-American Economic and Social 
Council that it create a Committee on Basic Products, to be of 
a permanent nature, which would have the following purposes: 


(a) To study the factors entering into production, price trends, 
and the demand for basic products; 


(b) To study the possible impact that the European common 
market may have on these products, as well as the possible 
impact of any other economic groups that may be organized 
outside the hemisphere; 


(c) To submit the findings periodically to the interested coun- 
tries for consideration; and 


(d) To recommend, whenever circumstances warrant, meetings 
of government experts on problems of the production and 
marketing of such products. 


2. That the committee will be composed of representatives of 
the member states that desire to be represented thereon. 


3. To recommend that the committee, immediately upon its 
establishment by the Inter-American Economic and Social Council, 
begin a study on the problems of minerals and metals markets, 
although this should not mean the postponement of any study, upon 
request, of other basic products whose urgent consideration is 
required. 


4. That the Committee on Basic Products, for the better execu- 
tion of its functions, maintain contact with all the specialized 
agencies of the United Nations working in the field of international 
commodity problems. 


5. That, in view of the great importance that the creation and 
operation of this committee represents for the countries of Latin 
America, the Organization of American States should provide it 
with the personnel and technical advisers necessary for the accom- 
plishment of its purposes. 


(b) Special commission for studying the formulation of new 
measures of economic co-operation (CECE) (Buenos Aires, 27 
April-8 May 1959) 

Resolution XVII* 


CO-OPERATION WITH RESPECT TO THE PROBLEM OF 
EXCESSIVE FLUCTUATIONS IN MARKETS FOR BASIC 
PRODUCTS 


The Council of the Organization of American States, 
Decides: 


1. To recommend to the American States that they continue to 
co-operate in the urgent search for efficacious and practical means 


* Unofficial translation. 


of solving the problem of harmful fluctuations in the markets for 
basic products exported by the Latin American countries, and 
that the said States proceed: 


(a) To combine their efforts with a view to seeking for solu- 
tions, even in specific cases, on a world scale; 


(b) To take appropriate steps to combat the use of unfair 
practices by other areas that may adversely affect Latin 
American trade and/or to prevent harmful speculation; 


(c) To give due attention to the possibility of expanding the 
markets for basic products and increasing potential demand 
for such commodities, including surveys of the markets 
for by-products and new forms of finished goods; and 


(d) To co-operate, through the medium of technical assistance 
and other appropriate financial or development institutions, 
with a view to aiding the American States that are largely 
dependent on one or more basic products, in their efforts 
to achieve the progressive and satisfactory diversification 
of their economies, if necessary including the processing of 
basic products or raw materials. 


2. To recommend to the Governments of the member States 
that they concentrate their efforts in the aforesaid direction with 
respect to the basic products that have recently shown a tendency 
to harmful fluctuations in price and/or volume, and that, to this 
end, they should intensify the activities already initiated on a 
regional and international plane and take advantage of the consul- 
tations duly provided for by the Inter-American System in order 
to seek practical solutions to the problems in an atmosphere of 
healthy competition. 


(c) Special Meeting of the IA-ECOSOC at the Expert Level 
(Washington, 29 November-9 December 1961) 


Resolution III 


ESTABLISHMENT OF A SPECIAL COMMITTEE ON BASIC 
PRODUCTS 


The Special meeting of the Inter-American Economic and Social 
Council, at the Expert Level, 


Resolves: 


1. To establish a Special Committee on Basic Products within the 
framework of the Inter-American Economic and Social Council. 


2. That the Committee shall study the problems of the basic 
export products of the member countries, with a view to achiev- 
ing the stabilization and enlargement of the markets for these 
products, and to formulating such recommendations as it deems 
advisable in order to attain these objectives through close co- 
operation of the member states. 


3. That the Committee may meet when it is convened by the 
Council to deal with matters within its competence, when one or 
more governments of the member states request its convocation, 
in order to consider matters relating to basic products that affect 
their economies or when a decision to convoke the meeting is 
made by the Committee itself or by its Chairman. 


4. That the Committee shall exist so long as, in the judgment 
of the Council, the circumstances that determined its establish- 
ment persist. 


5. That the Committee shall have the power to present reports 
and recommendations directly to the governments of the member 
states, as well as to the Inter-American Economic and Social 


Council. 
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That it must, furthermore, submit reports on its discussions and 
work to the Regular Annual Meetings of the Inter-American 
Economic and Social Council. 


Resolution IV 


STUDY OF THE EFFECTS OF THE EUROPEAN COMMON 
MARKET ON THE LATIN AMERICAN ECONOMIES 


The Special meeting of the Inter-American Economic and Social 
Council at the expert level, 


Whereas: 


Title III of the Charter of Punta del Este establishes that “the 
Latin American countries should co-ordinate their actions to meet 
the unfavourable treatment accorded to their foreign trade in 
world markets, particularly that resulting from certain restrictive 
and discriminatory policies of extracontinental countries and 
economic groups”, 


Resolves: 


1. To request the General Secretariat to have the document 
entitled Effects of the European Economic Community on the 
Latin American economies (OEA/Ser/E/XI.1, Document 19, De- 
cember 3, 1959) reviewed and brought up to date as soon as pos- 
sible. 


2. To recommend that, when this revision has been initiated, a 
careful examination be made of restrictive measures of a non- 
tariff nature, such as import quotas, subsidies for domestic pro- 
duction, and domestic taxes on consumption, that are applied by 
countries that are already members of the European Economic 
Community or whose membership is anticipated shortly, and the 
proposals for a common agricultural policy to be adopted by those 
countries, 


3. To recommend that when this revision has been completed, a 
study be made of the measures that might be taken by the member 
states of the Organization of American States, individually or 
collectively, to protect their economies against the harmful effects 
of present or future discrimination on the part of the European 
Economic Community against the primary products of the member 
countries. 


4. To request that the aftermentioned revision be presented to 
the Special Committee on Basic Products of the Organization of 
American States that is to be created and the governments of the 
member states at least 45 days prior to the next annual meeting 
of the Inter-American Economic and Social Council at the Min- 
isterial level. 


Resolution V 


STATEMENT ON THE POLICY OF THE EUROPEAN 
ECONOMIC COMMUNITY REGARDING BASIC EXPORT 
PRODUCTS OF LATIN AMERICA 


Whereas: 


At the Ministerial-level meeting of the General Agreement on 
Tariffs and Trade held in Geneva, Switzerland from November 
27 to 30, 1961, several of the contracting parties put forward 
proposals that envisaged the progressive elimination, by all coun- 
tries and regional groupings, of discriminatory restrictions against 
the importation of certain primary products; 


The progressive implementation of the common external tariff * 
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of the European Economic Community on those commodities will 
result in increasingly discriminatory treatment against the impor- 
tation of products from the countries of this Hemisphere; 


The European Economic Community was unable to accept in 
the above-noted General Agreement on Tariffs and Trade meeting 
the recommendation that special consideration be given to specific 
proposals for action leading to the reduction of these discrimina- 
tory measures; 


The member countries of the Organization of American States 
believe that the continued existence of such restrictions limits an 
increasing consumption of primary products, forming the basis 
of the economies, not only of the majority of the member coun- 
tries of this Organization, but also of a great number of other 
countries; and 


Although appropriate measures may need to be taken to serve 
as an aid to some less developed countries now benefiting from 
preferential treatment, preferential treatment for primary products 
from certain areas creates inequities and inconsistencies that 
impede free and non-discriminatory world trade in such products 
and hinder progress towards the achievement of equitable inter- 
national arrangements dealing with these products. 


The Special Meeting of the Inter-American Economic and 
Social Council at the Export Level, 


Agrees: 


1. To express its deep concern that the member countries of the 
European Economic Community did not find it possible to agree 
to negotiations leading to the progressive elimination of restric- 
tions they place on the importation and consumption of some 
primary products. 


2. To point out that the apparent intention to retain such 
restrictions puts in jeopardy the mutually beneficial commercial 
and economic relations between Western Europe and Latin Ame- 
rica, and makes the economic and social development of this latter 
area more difficult. 


3. To recommend to the member countries of the Organization 
of American States that, within the spirit of the Alliance for 
Progress, they continue their individual and collective negotia- 
tions through General Agreement on Tariffs and Trade, through 
commodity study groups and through any other entity, for the 
elimination of such restrictions. 


4. To request the Secretary General of the Organization of 
American States to transmit this resolution to the international 


agencies and regional organizations concerned with this problem. 
Resolution VI 


MEASURES FOR ACHIEVING THE ELIMINATION OF RE- 

STRICTIVE PRACTICES APPLIED BY THE EUROPEAN 

ECONOMIC COMMUNITY AGAINST IMPORTATION OF 
LATIN AMERICAN BASIC PRODUCTS 


Whereas: 


The special situation confronting certain basic export products 
of Latin America, resulting from new orientations in the economic 
policy, and most especially in the trade policy of the countries 
that are or may become members of the European Economic 
Community; countries that traditionally have been markets for 
those products; 


These orientations may mean a significant change in the direc- 
tion of international trade, which could adversely affect exports 
of basic products from the Latin American countries; 


Resolutions C.4 and C.6 appended to the Charter of Punta del 
Este recommend that, through the pertinent channels, the coun- 
tries belonging to the European Common Market be informed 
of the deep concern existing in the American countries regarding 
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the inclusion of primary products in the aforesaid common 
market; 


For this reason it is essential to create instruments that will 
allow for continuous and systematic negotiations with the European 
Economic Community; 


Besides coffee, meat, and wool, other Latin American basic 
export products are now or may be in the future affected by the 
impact of the said restriction on importation of basic products; 
and 


Point 1 of the operative part of resolution C.4 establishes that 
it is necessary to adopt measures tending to eliminate undue 
restrictions that hamper the flow of primary products into the 
consumer markets of the member countries, as happens in the 
case of cotton, meat, wool and other basic products, 


The Special Meeting of the Inter-American Economic and 
Social Council at the Expert Level, 


Resolves: 


1. To entrust to the Special Committee on Basic Products the 
proposal, on the basis of information provided by interested coun- 
tries and of studies made by the General Secretariat, of measures 
that it considers advisable for the purpose of achieving the elimi- 
nation of the restrictive or discriminatory practices imposed by 
the countries of the European Economic Community and the mem- 
bers of the Organization on importation of basic products from 
Latin America. 


2. To entrust to the Special Committee, also, consideration of 
the establishment of Task Forces for the products for which it 
deems this appropriate, on its own initiative or at the request of 
one or more interested governments. 


3. To recommend to the interested countries that are members of 
the Organization that they hold meetings prior to those convened 
by the General Agreement on Tariffs and Trade, in order to study 
problems of common interest in regard to basic products and draw 
up a common policy to present to the General Agreement. 


To this end, the Secretary General shall make the appropriate 
arrangements for the holding of such meetings and shall provide 
such technical assistance as may be necessary. 


Resolution VII 


MEASURES FOR 
EXPORTS OF 


THE DEFENSE OF LATIN AMERICAN 
MEAT AND WOOL TO THE EUROPEAN 
COMMON MARKET 


The Special meeting of the Inter-American Economic and 
Social Council at the Export Level, 


Resolves: 


1. To request the Secretary General to take such measures as 
in his judgment may be necessary in order to present as effec- 
tively as possible to the European Economic Community and to 
the appropriate international organizations, a statement present- 
ing the position of the Latin American countries with respect to 
meat and wool imports in their various states of processing, by 
the countries of the European Common Market. Likewise, to 
transmit that statement and the technical studies that support it 
to the governments of the member countries of the Organization, 
for such purposes as they consider pertinent in relation with 
commercial problems in that market. 


2. To request the Secretary General to inform the governments 
of the member countries of the Organization sufficiently in ad- 
vance of any negotiations he proposes to undertake for the pre- 
sentation of the statement to the European agencies, and to 
co-ordinate such negotiations with other similar ones that the 
governments of the member countries may desire to undertake. 


3. To entrust to the Special Committee on Basic Products con- 
sideration of the establishment of task forces on meat and wool 
in their various states of processing in order to carry out such 
studies and activities as may in due course be assigned to them, 
directed towards eliminating the restrictions and discriminatory 
practices that the countries of the European Common Market 
apply to those products. 


Annex V 


MEMORANDUM TRANSMITTED BY THE GOVERNMENTS MEMBERS OF THE EUROPEAN ECONOMIC 
COMMUNITY TO THE LATIN AMERICAN GOVERNMENTS 


1. The conclusion of the Rome Treaty constitutes one of the 
elements in a joint effort by virtue of which six western European 
nations wish to achieve economic and political integration. These 
six countries believe that they have reached a stage in their 
history at which such integration corresponds to the common and 
fundamental needs arising out of contemporary trends. 


2. In signing the Rome Treaty, these six countries hope to achieve 
a greater measure of economic expansion as a result of the for- 
mation of large markets in which goods and the different factors 
of production can circulate freely, Without economic integration, 
Europe will be unable to develop the big industrial plants that 
are essential in our time to ensure for prosperity and social 
progress. In pursuing these objectives, the six countries of the 
Community are convinced that they are promoting international 
trade. 


3. The creation of an economic unit of 165 million inhabitants 
with a current gross income of 180000 million dollars in pur- 
chasing power and ever-increasing import requirements makes 
the Community the economic unit with the largest foreign trade 
in the world. Its activities will have a favourable influence on the 
free world’s prospects of economic development, since the progress 


of the Community itself depends upon expanding relations with 
other countries. 


For this reason, the Community considers that the misgivings 
of certain Latin American countries, aroused by the decisions 
taken by the six member Governments, are based on a misunder- 
standing. In order to dissipate such misgivings, it therefore con- 
siders it advisable to recall certain fundamental principles which 
inspired the six Governments during the negotiations prior to the 
signing of the Rome Treaty, and also to suggest that there should 
be an exchange of opinions with all the Latin American countries 
to which the Six are linked by traditional bonds. 


4, In taking a definite step towards the creation of a united 
Europe by the establishment of joint institutions and the progres- 
sive merger of national economies, the Governments of the member 
States have announced their firm intention of promoting favour- 
able conditions for the birth of European unity and of remedy- 
ing, through the formation of a broad common market, the 
difficulties caused by economic policies that are often divergent. 
This is undoubtedly the only method which will not only enable 
Europe to solve its own problems but will also contribute to the ~ 
economic solidarity of the free world. ae 
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The members of the Community were, moreover, obliged to 
associate in their economic expansion the overseas countries and 
territories with which they have special links and to let them 
share in the benefits that may be expected from the attainment 
of their common objectives. By means of such association, the 
said States hope to enable the overseas territories to achieve 
the development to which aspire in every sector. The association 
of the overseas territories with the Community is therefore one 
of the basic aspects of the work which the Six are anxious to 
carry out: in other words, the system of integration of the Six 
and the system of association of the overseas countries and terri- 
tories constitute one single entity. 


5. The Community is fully conscious of the importance to its 
member States and other western nations of the work which it 
is going to undertake. Being firmly persuaded that the Rome 
Treaty is perfectly compatible with the international agreements 
signed by the six member States, the Community’s institutions 
consider that there is no obstacle whatsoever to the complete 
implementation of the provisions of the Treaty. In this spirit, the 
Commission of the European Economic Community has been 
given the task of ensuring that the provisions of the Rome Treaty 
are being carried out, as well as any other provisions adopted by 
the said institutions by virtue of the Treaty. 


6. The Community wishes to affirm forthwith that its policy to- 
wards other countries will be based on the principles of inter- 
national co-operation. The Six consider that the creation of a 
customs union and the economic integration that it would initiate 
will be beneficial for all and that the experience gained thereby 
may even be useful for launching similar ventures in other parts 
of the world. The sealing-off of economies in watertight compart- 
ments is an undoubted impediment to international trade and 
general economic expansion. Therefore any attempt to form eco- 
nomic areas that are more closely integrated and more dynamic 
economies is laudable, since these two factors are synonymous 
with economic progress and higher standards of living. Economic 
integration engenders general prosperity. In other words, it is a 
source of progress for the free world as a whole, since every 
nation is interested in raising the purchasing power of the coun- 
tries with which it maintains trade relations. 


7. The Community has repeatedly declared its intention of pro- 
moting international trade. Moreover, this intention derives from 
imperative needs. 


The progressive raising of the standard of living should be 
reflected in a steady expansion of trade with the rest of the world 
and especially with countries that supply raw materials, among 
which those of Latin America are pre-eminent. For several rea- 
sons, it may be expected that any trade expansion on the part 
of the European Economic Community will have to be directed 
very specially towards Latin America. The Community’s prospe- 
rity depends in fact on the development of its trade with other 
countries. Western Europe, and the six members of the Com- 
munity in particular, rely on other countries to supply them with 
raw materials, agricultural commodities and the products they need 
for the industries using motive power that are the keystone of 
modern economies in process of expansion. They will therefore 
need world markets, particularly those which can supply them 
with essential goods, It is clear for the same reasons that the 
Community will have to step up its exports; the rationalization 
and modernization of production in the six integrated economies 
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will be decisive factors in the development of the Community’s 
trade and will redound to the benefit of the other countries. 


8. Furthermore, in article 18 of the Treaty creating the Commu- 
nity, the member States have placed on record their intention 
of contributing to the development of international trade and the 
reduction of any impediment to it; for this purpose they will 
conclude agreements which, by means of reciprocity and mutual 
benefits, will help to bring customs duties down below the com- 
mon level which would be authorized under a joint customs 
union. 


Article 111 of the Treaty embodies the same spirit of inter- 
national co-operation. 


9. The Community would like to establish, in its relations with 
the Latin American countries, a pattern of closer co-operation 
founded on respect for the rights of both parties (principally the 
right to maintain a policy of economic integration in conformity 
with international agreements in force) and on reciprocal benefits. 
For this purpose, it could conclude “consultative agreements” 
which might serve as the framework for an examination of eco- 
nomic, trade and financial problems, including those relating to 
raw materials, which arise or are apt to arise from relations 
between its member States and Latin American countries by 
virtue of the Rome Treaty and in a spirit of reciprocity. 


It would be equally timely if an attempt were to be made to 
lay down the basic principles for joint action on the part of the 
European Economic Community and the Latin American coun- 
tries as regards trade and prices for primary commodities (such 
as coffee and cacao). 


Lastly, the fact that the Six have prepared a programme for 
financing expenditure on the economic and social infrastructure 
in overseas countries and territories associated with the Com- 
munity is in no sense an impediment to the promotion of a 
policy that would favour the export of capital to Latin America. 


10. In deciding to carry out the economic integration policy 
defined in the Rome Treaty, which would benefit both the member 
States and other countries, the European Economic Community 
welcomes the fact that the Latin American Governments are 
pursuing the same objectives, It is willing to support any attempt 
to carry out similar projects and to co-operate in this respect 
with the Governments concerned. It considers that the problems 
involved might lead to a fruitful exchange of views, if the Latin 
American countries agree. 


11. The object of this memorandum is to indicate to the Govern- 
ment of ..................-....-. that the problem of economic, 
financial and trade relations among the six countries of the 
European Economic Community and Latin America as a whole 
are being studied with the closest attention in the Community’s 
institutions, 


These institutions consider it of supreme importance that the 
problems involved should be studied by the corresponding bodies 
in Latin American countries in order that results may be com- 
pared in the near future, if possible before the end of the current 
year, 


11 April 1958 


SHORT-TERM ECONOMIC FLUCTUATIONS IN LATIN AMERICA DURING 1948 TO 1959* 


I. GENERAL CONSIDERATIONS 


Since the end of the Second World War, output in the 
Latin American region as a whole has grown at an aver- 
age rate of almost 4.5 per cent per annum, ranging among 
the individual countries from less than 1 per cent in 
Bolivia to about 10 per cent in Venezuela. In none of 
these countries, however, has the rate of growth been 
smooth and continuous. Furthermore, since 1948 the Latin 
American economies have been periodically confronted 
by one or more forms of economic disequilibrium, such 
as balance-of-payments crises, severe inflationary pres- 
sures, excessive productive capacity and unemployment. 

There is a natural tendency to take the long-term view 
of the economic problems of economic development in the 
region. This is understandable when it is considered that 
the attainment of a higher trend rate of economic growth 
is dependent, among other things, upon the introduction 
of fundamental] alterations in the structure of production 
and trade, as well as the reorientation of existing eco- 
nomic and social institutions; and, of course, such 
changes can be made only over a relatively long span 
of years. The process of growth in many of the Latin 
American countries, however, continues to be surrounded 
by destabilizing elements, which in turn produce disloca- 
tions that tend to become self-aggravating. 

Periodic fluctuations in the level of economic activity 
are hardly a new phenomenon; they are of very remote 
origin, During the last twenty or twenty-five years, how- 
ever, the attitude that short-period fluctuations are a 
natural and immutable condition of economic life has 
yielded to the view that economic tools are at hand to 
mitigate, if not completely eliminate, the worst features 
of cyclical variations in private enterprise economies. In 
the industrial countries of Western Europe and North 
America, the source of short-period fluctuations is gen- 
erally attributed to alterations in the level of private 
investment in fixed capital and inventories. The enhanced 
role of Government expenditure, in terms both of size 
and stability, and the introduction of automatic stabiliz- 
ing devices have helped significantly to check cyclical 
variations in economic activity in the post-war period. 
Thus efforts to reduce the great waste of resources that 
accompanies cyclical fluctuations have met with some 
success in the industrial countries. 

For the under-developed economies seeking to raise 


* Economic Survey of Latin America, 1960 (E/CN.12/565), 
Chapter I, previously issued in mimeographed form only. Although 
its findings should be regarded as provisional because of the 
limited range of statistics on which they are based, it is con- 
sidered that, in view of the chapter’s intrinsic interest, it should 
be publicized more widely through the medium of the Bulletin. 


the level of per capita real income, variations in the level 
of economic activity may serve to frustrate the pursuit of 
longer-term objectives. And given the characteristic struc- 
ture of these countries, there is always the danger that, 
as a consequence of excessive swings in economic activity, 
forces may be set in motion which are not readily re- 
versed. In the absence of built-in stabilizing devices, rapid 
increases in the demand soon exhaust the limited ca- 
pacity to expand supply. The consequences appear in the 
form of new or enhanced inflationary pressures and 
frequently balance-of-payments difficulties as well. In the 
downward direction, given the irreducible level of import 
requirements, a contraction in demand for output is inva- 
riably accompanied by foreign exchange crises, while any 
decline in real income imposes serious hardships upon 
large segments of the community, further aggravated by 
rapid rates of population growth. It would appear, fur- 
thermore, that in these countries it is the export sector, 
rather than the level of investment which is the more 
immediate source of instability. 

Whatever the interaction between the long-term rate of 
growth and cyclical fluctuations in the under-developed 
countries — a subject which is not fully understood by 
economists, — there can be no doubt that short-term 
instability gives rise to the most pressing economic prob- 
lems confronting the Latin American economies. In this 
chapter, the nature and impact of instability experienced 
since 1948 will be examined and the inter-relationship 
among the various contributing factors evaluated. 


1 There exists a wide divergence of views on the relationship 
between the growth trend and cyclical fluctuations. At one ex- 
treme is the view that the trend and the cycle are inseparably 
linked and determine each other. At the other extreme, it is held 
that the trend and cycle are separate phenomena and that there 
is no necessary interconnexion. Among those who adopt the first 
hypothesis, however, the question as to whether cyclical fluctua- 
tions serve a useful economic function or are to be thought of 
as an economic dislocation and therefore as a drag upon the po- 
tential or normal rate of growth, is the subject of some contro- 
versy. It is noteworthy that much of the discussion of this subject 
has drawn on the experience of industrial rather than primary 
producing countries and, therefore, its relevance for the Latin 
American countries is open to question. For example, some 
economists argue that cyclical fluctuations in economic activity 
perform the useful function of rewarding economic initiative 
and enterprise during the upswing phase of the cycle, while 
during the downswing the inefficient producers are weeded out. 
While there is some scope for discussing this point of view in 
reference to the industrialized countries, it would appear to have 
little or no applicability to under-developed economies. Given 
such conditions as inflexibility of supply, the pressing need for 
import substitution and the extremely low opportunity cost for 
labour, the question of rewarding enterprise or weeding out in- 
efficiency is not entirely relevant. 


I]. THE SHORT-TERM RELATIONSHIP BETWEEN OUTPUT AND EXPORTS 


Stimulated in part by governmental development pro-. 
grammes significant advances have been made by many 
Latin American countries in diversifying the structure 


of production. In this way, the internal economic factors 
contributing to a sustained rate of growth have been 
enhanced. Despite these advances, however, the pace of 
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economic growth throughout the post-war period has been 
based largely upon the production of primary commodi- 
ties for export. The relationship between exports and total 
product is in part a direct one, since the production and 
export of primary commodities generates an equivalent 
flow of national income and output. But more important 
perhaps is the indirect relationship between these two 
variables. Given the virtual absence of domestic capital 
goods industries, it is the primary export sector which 
provides the major share of foreign exchange resources 
for obtaining producers’ durable equipment, and it is the 
latter type of investment that is crucial in augmenting 
the capacity for economic growth in the Latin American 
economies. Under these circumstances, the course of eco- 
nomic activity in the various countries of the region may 
be expected to be intimately related to the fortunes of 
the export sector. 

The relationship between the growth of output and the 
volume of exports over the medium long run are illustrated 
in figure I, where each point on the scatter diagram re- 
presents the experience of an individual country over the 
period 1948-49 to 1958-59. The arrangement of the points 
in the diagram suggests that output and exports are posi- 
tively related in the sense that those countries which have 


Figure I 


RELATIONSHIP BETWEEN GROWTH OF OUTPUT? AND 
REAL EXPORTS? 1948-49 TO 1958-59 
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experienced a relatively high rate of expansion in the 
volume of exports have also enjoyed a relatively large 
advance in the growth of output over this period. It will 
be obvious, however, that the relationship between the 
variables is rather less than perfect, which suggests that 
over the period the export volume has not been the only 
factor influencing the rate of growth of output; and, in 
those countries which lie well beyond the main cluster 
of points, it may be presumed that special factors were 
at work which offset the influence of exports on the rate 
of growth of output. 

The discussion of the relationship between output and 
exports in terms of volume changes, takes account of 
only one of the sources fluctuations. Variations in the 
price of exports, and hence in export receipts, may be a 
more significant variable to the extent that production 
and expenditure decisions are based upon changes in 
money rather than real incomes. Still more important is 
the indirect influence of exports upon output which, as 
previously noted, provides the capacity to import capital 
goods, raw materials and fuels — the necessities for sus- 
taining the level and growth of output. This may best 
be approximated by considering the purchasing power of 
exports, a concept which takes into account the terms of 
trade and the volume of exports. 

The relationship between the growth in gross domestic 
product and the purchasing power of exports is shown in 
figure II. It will be noted that, when compared with the 
previous figure, the position of a few countries in the 
plane is shifted owing to the influence of the terms of 
trade. In particular it will be noted that the position of 
two of the largest economies in the region are affected. 
Brazil, which experienced a decline in real exports over 
the period, at the same time benefited from a sharp im- 
provement in its terms of trade. In Argentina, in contrast, 
there was a serious deterioration in the terms of trade 
over the period, with the consequence that the purchasing 
power of that country’s exports fell, Reflected in this di- 
vergent experience is, of course, the difference in the 
composition of commodity exports in the two countries — 
relatively buoyant prices for beverage crops in the former 
and stagnant or declining prices for temperate agricul- 
tural produce in the latter. The alterations in the scatter 
of the countries when prices of imports and exports are 
introduced, however, does not significantly affect the posi- 
tive relationship between the rate of growth of output and 
the volume of exports revealed in figure I. The comparison 
between the two scatter diagrams suggests that, over the 
period under consideration, changes in the terms of trade 
have had little or no effect upon the intercountry relation- 
ship between output and real exports. This is not to 
suggest that the terms of trade had no influence upon the 
course of economic activity in individual countries; rather, 
the movement in the terms of trade among countries was 
not so divergent as to alter their relative positions radi- 
cally in the scatter diagrams. 

For almost all the Latin American countries the export 
sector in fact consists of an extremely narrow range of 
primary commodities. With the exception of Argentina, 
Mexico, Paraguay and Peru, the three largest export com- 
modities in each of the countries in the region accounted 
for at least 75 per cent of the total value of merchandise 
exports in the year 1957; and, for the region as a whole, 
five commodities represented approximately 60 per cent 
of export receipts on merchandise account. In addition to 
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the extreme nature of export specialization, the particular 
types of commodities that enter into foreign trade are 
subject to a high degree of short-period instability in 
either volume or price or both. Between 1948 and 1957, 
for example, the average annual fluctuations in the world 
export value of primary commodities that are important 
for Latin American countries ranged from 17 per cent 
for wool to 4 per cent for bananas and crude petroleum.? 
The value of coffee exports, the leading export commodity 
in seven countries of the region, was subject to average 
annual fluctuations of 9 per cent over the same period. 
The direct impact of such alterations in export proceeds 
upon the domestic economy will vary from country to 
country in accordance with the share of exports in total 
output. 

Thus, the significance of this order of fluctuation may 
be gauged by a hypothetical illustration of a country in 
which exports represent a quarter of gross national prod- 
uct and whose export receipts vary on the average by ten 
per cent annually. This country would be faced with the 
possibility that, over a period of two years, total output 
could decline by five per cent as a direct consequence of 

2 See World Economic Survey, 1958, United Nations publication, 
Sales No.: 59.JI.C.l, table 13. 


the instability in the export sector. The displacement of 
output would be even greater if all the indirect repercus- 
sions of the variations in export proceeds were taken into 
account. Given the characteristic instability in the export 
sector, the relationship between exports and output in the 
short term may therefore be expected to reveal some 
degree of sympathetic fluctuations in the two variables in 
respect of magnitude and timing. 


1. THE MAGNITUDE OF FLUCTUATIONS 


The magnitude of fluctuations in the purchasing power 
of exports and output over the period 1948 to 1959 are 
compared in table 1. The countries, selected on the basis 
of availability of data, are ranked in descending order of 
fluctuations in output. It will be obvious from an exami- 
nation of the data in the two columns that there is no 
apparent intercountry relationship between the degree of 
instability in output and that of the purchasing power 
of exports. Cuba and Guatemala experienced the greatest 
degree of annual fluctuations in output among the Latin 
American countries, yet fluctuations in the purchasing 
power of their exports were somewhat smaller in magni- 
tude than those experienced by Colombia and Ecuador, 
the two countries with the greatest stability in output 
over the period. At the same time, however, it will be 
noted that the range of fluctuations in the purchasing 
power of exports was considerably higher than that for 
output, Indeed, fluctuations in output in the Latin Amer- 
ican countries must be considered relatively moderate 
when compared with those in the United States. Ten out 
of eighteen countries in the region experienced a degree 
of fluctuation in output equal to or less than that of the 
United States — 2.5 per cent — over the period 1948 to 
1959. The term “instability” as it is frequently applied 
to primary producing countries such as those in Latin 
America must therefore be seriously qualified to the 
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LATIN AMERICA:* SHORT-PERIOD FLUCTUATIONS IN 
OUTPUT AND PURCHASING POWER OF EXPORTS, 1948-59 


(Average annual percentage deviation from trend) 


Gross domestic Purchasing power 
Country product of exports 
Guba. 3S 6.1 10.7 
Guatemala es 6.1 8.8 
hilé-< cess se hee 4.6 ees 
Bi-Salvadors... ee 3.8 9.2 
TUgldy ete te 3.5" 21.6 
Brazil see te sae se) 9.6 
Hondurasee= 5 see oe 2.8” 9.9 
Peres. Sass Se ee 2.6 7.5 
(ogstaNiCaees ieee aes ee Oe 25° 10.8 
Dominican Republic . 2.5” 9.4 
Venezuelac, See meee 2.5 5.4 
Argentina 2.4 17.1 
Boliviaeersss a eee 2.4? 10.6 
Nicataguasa5+-.25 ie 3 oe 17.5 
Mexitos 2S te aes 22 ile 
‘PanaitiascSses teas eee 2.0° 7.4 
Keuddorssa2=: sac eee ees 11 10.5 
Ghlombiaa 252 aes - 11 12.8 


Source: ECLA, on the basis of official national statistics. 
@ Excluding Haiti and Paraguay. 
> 1948-1958. ; 
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extent that it is based upon the degree of fluctuations in 
output.? 

As a first approximation, it might be expected that 
fluctuations in exports would impart a degree of instability 
to output in proportion to the share of exports in output. 
But an examination of the data for each country reveals 
that, while the degree of fluctuations in exports was every- 
where higher than that for output, in some countries it 
was more than and in others less than proportionate to 
the export coefficient. The following table illustrates the 
erouping of countries that emerge from this consideration: 


Countries where the degree of fluctuation in the purchasing power 
of exports relative to the degree of fluctuations in output is 


(a) less than proportionate (b) proportionate (c) more than 
proportionate to the average share of exports in output 1950-59 


Cuba Dominican Republic Uruguay 
Guatemala Nicaragua 
Brazil Panama 
Peru Ecuador 
Honduras Colombia 
Chile Costa Rica 
Venezuela 

Mexico 

Argentina 

Bolivia 


The composition of the country groups, however, bears 
an imperfect relationship to the structural characteristic 
or the degree of economic development of the individual 
countries. In the first column, countries such as Argentina, 
Brazil and Mexico, on the one hand, are listed with coun- 
tries such as Cuba, Honduras and Peru, on the other. 
Obviously there are many factors interposed between the 
magnitude of short-period changes in the purchasing 
power of exports and the consequent impact upon output; 
and, in the absence of any significant correlations be- 
tween the two variables, it may be presumed that the 
influence of these factors differs widely among the various 
Latin American countries. 


2. THE TIMING OF FLUCTUATIONS 


In considering the relative magnitude of fluctuations 
in output and exports only one of the relevant dimensions 
is taken into account, The nature of the relationship 
between output and exports may be better understood 
when the timing or degree of synchronization in the 
movement of the two variables is considered. In figure 
III the annual percentage deviation from the trend of 
gross domestic product and the purchasing power of 
exports are shown separately for eighteen countries in 
the region. It will be obvious from an examination of the 
figure that the annual concordance of movements in the 
two variables is not very great. Cuba and Ecuador are 
the only instances where the two series move in fairly 
close harmony. These two countries, it will be recalled, 
were at opposite ends of the range defined by the degree 
of stability of output. Since changes in exports, apart 


® In many of the Latin American countries, the annual eco- 
nomic series covering the components of gross product and con- 
sumption are estimated on the basis of indirect and relatively 
approximate indicators. It would appear that the nature of the 
statistical estimation techniques used tends to-be such that the 
figures do not fully reflect the annual variations in the components 
of the product. It is not possible to make the necessary adjust- 
ments to correct this defect. However, among countries where 
the productive structure and the estimating techniques are simi- 
lar, comparisons will not be seriously affected. 
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from the influence of other factors, exert an impact upon 
the internal economy only over a period of time, it is not 
to be expeceted that the direction of change of output 
and of exports will be perfectly phased from year to 
year.* Thus, if the variations in the curves are examined 
from the point of view of a two- or three-year period, 
some degree of concordance in the movement of the two 
series does emerge for a number of countries. Among 
these are Argentina, Colombia, Honduras, Mexico, Vene- 
zuela, Uruguay and possibly Bolivia. On the other hand, 
in Brazil, Chile and Guatemala, deviations in output and 
the purchasing power of exports appear to be negatively 
phased. In the remaining countries — Costa Rica, the 
Dominican Republic, El Salvador, Nicaragua, Panama 
and Peru — no obvious relationship appears in the 
comparison of the movement in the two variables over 
the period under review. When the above grouping of 
countries is considered alongside that which emerges from 
the discussion of the magnitude of fluctuations, it will 
be apparent that, in taking account of the timing of 
movements in the two variables, the inter-country relation- 
ships between exports and output still does not reveal 
the essential differences in the stage of economic develop- 
ment among the Latin American countries, 

It is noteworthy that, even where a distinct cycle in 
output and exports is revealed, the pattern that is traced 
out differs significantly from one country to another. The 
cyclical movement in output and exports in Mexico and 
Bolivia, for example, approximates the post-war pattern 
of economic activity that has been experienced by most 
of the industrial countries of Western Europe and North 
America as well as many primary producing countries 
outside Latin America. In contrast, Argentina, Brazil, 
Colombia, Uruguay and Venezuela have each experienced 
distinct patterns of cyclical variations over the whole 
period which are not obviously related to the general 
movement of economic activity outside the region. In 
part, the heterogeneous nature of the cyclical pattern is 
a consequence of the particular export commodity or 
commodities in which the individual country specializes. 
For example, the Korean conflict affected the interna- 
tional markets for minerals and industrial raw materials 
to a much greater extent than the markets for foodstuffs 
such as coffee or bananas. But, as previously noted in 
the discussion of the magnitude of fluctuations, there are 
a number of influences which may affect the cyclical tim- 
ing of movements in output and exports within an indi- 
vidual country as well as the pattern of movement as 
between countries. 

From the previous discussion, it emerges that the re- 
lationship between short-period variations in output and 
the purchasing power of exports is not a very intimate 
one in respect of either the magnitude or the timing of 
fluctuations. There are countries which have experienced 
relatively large fluctuations in exports and which have 
moved in harmony with the variations in output, yet 
fluctuations in output have been much smaller. On the 
other hand, there are instances where the degree of insta- 
bility of both output and exports has been relatively high, 
yet the movement of the two variables over time has been 
oppositely phased. Furthermore, the nature of the relation- 
ship between output and exports in individual countries 


“It will be noted that the units, in terms of which the two 
variables are defined, are percentage deviations from a linear 
trend and therefore any movement in the series is to be inter- 
preted as a relative rather than an absolute change. 


Figure III 


TIMING OF SHORT-TERM FLUCTUATIONS IN THE GROSS DOMESTIC PRODUCT AND PURCHASING POWER 
OF EXPORTS 1948-59 
(Percentage deviation from trend) 


NATURAL SCALE 
Gross domestic product 


eaneae Purchasing power of exports 


ARGENTINA ite) COLOMBIA 
fe) 
-tO 
so 
O° 
OOMINICAN 
=50 REPUBLIC 
to 
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-10 
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O° 
-20 
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1948 50 55 sg 


EL SALVADOR 
MEXICO 


GUATEMALA 


1948 50 85 eee ee 


Source: Economic Commission for Latin America on the basis of official national statistics. 
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does not appear to be related in any meaningful way to 
the different types of economies to be found in the region. 
Experience in countries such as Brazil and Honduras, on 
the one hand, and Argentina and Nicaragua, on the 
other, have been similar, despite the very great differences 
in their economies, It might be thought that the relation- 
ship betwwen exports and output would be revealed to 
be most intimate in those countries which are extremely 
dependent upon exports — that is the “open economy” 


type, frequently applied to some of the Central American 
republics. It is surprising, therefore, that even among 
these countries the relationship between exports and out- 
put in terms of magnitude and timing of fluctuations is 
not a very close one. It would appear that, despite the 
significant relationship between output and exports that 
obtains over a relatively long period of time, in the short 
term, this relationship is obscured by the interposition of 
other factors. 


Ill. THE ROLE OF INTERNAL DEMAND AND OUTPUT INELASTICITY 


The impact of fluctuations in the level of foreign demand 
upon total output will be lessened or aggravated depend- 
ing upon the accompanying movements in the components 
of internal demand. It is conceivable, for example, that 
the magnitude and timing of fluctuations in gross fixed 
domestic investment could perfectly offset the variations 
in exports with the consequence that output would remain 
stable. Similarly, public or private consumption represent 
sources of variation which may exert independent influ- 
ences upon the movement of total output. It may be 
presumed, however, that gross investment and public 
consumption are the more volatile elements of internal 
demand. Private consumption, on the other hand, re- 
presents a less autonomous and hence a more stable 
component of demand. In a recent study of the consumer 
market in the United States,® it is shown that fluctuations 
in private consumption are considerably less than those 
in any other component of demand. Moreover, the insta- 
bility in private consumption arises largely from the 
fluctuations in the durable goods component. Since, in 
the Latin American countries, the share of durable goods 
in total private consumption is considerably smaller than 
that in the United States, to this extent it represents a 
smaller source of instability of consumption, in the former 
countries. 

An additional factor that probably contributes to the 
short-term stability of consumption in many Latin Amer- 
ican countries is the bimodal] distribution of personal 
income. Among the higher income groups, traditional 
consumption standards tend to be maintained in the short 
run even if it requires drawing on savings, while, among 
the lower income groups, the scope for variations in con- 
sumption is extremely limited since it is at or near the 
subsistence level. An important destabilizing factor in 
private consumption, particularly that of the lower income 
groups, is the variation in food production arising from 
natural causes. In many of the Latin American countries 
the impact of a food crop failure, for example, cannot 
be readily mitigated by increasing imports or by drawing 
upon inventories for the adjustment frequently implies 
that consumers are forced to eat less. 

It is an open question whether the volatile elements of 
internal demand — investment and public consumption — 
are in fact independent influences upon movements in out- 
put. As noted previously, capital formation in the Latin 
American countries is linked directly to the export sector 
in two ways: as a major source of financing capital 
imports and as a sector of production which absorbs a 
significant share of total new investment. More generally, 
capital formation in the various countries of the region 
is not based upon endogenous technological developments 


* United States Department of Commerce, Survey of Current 
Business, January 1961. 
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but rather on imported techniques and to this extent re- 
presents a less autonomous and more dependent force in 
the economy. Thus the capacity for private capital forma- 
tion to compensate for fluctuations in demand arising 
from other sources, without at the same time producing 
dislocations in the balance of payments, is seriously cir- 
cumscribed. Government investment, on the other hand, 
takes the form largely of construction and public works 
— capital formation with relatively little import content. 
It is, therefore, likely to be less sensitive to developments 
in the export sector or indeed variations in other demand 
components, 

In many countries of the region, a substantial share 
of public revenue is derived from the export sector through 
one or more forms of taxation. The revenue base is par- 
ticularly narrow in those countries which specialize in 
one or two export commodities. In this way public con- 
sumption is also tied to the variations in export proceeds 
or export volume. This is not to suggest, however, that 
Government expenditures must necessarily be trimmed to 
revenues; indeed, deficit financing in the Government 
sector has been a common characteristic of post-war eco- 
nomic development among the Latin American countries. 
Frequently, the deficits have arisen as a result of deliber- 
ate Government compensatory policy; at other times an 
excess of current expenditure over revenue has reflected 
the inability of Governments to cut expenditure com- 
mitments readily. Thus, in the face of limited revenue 
sources and the downward inflexibility of Government 
expenditure in these countries, variations in public con- 
sumption — whether deliberately compensatory or not — 
may produce ramifications in other sectors of the economy 
which in the first instance are revealed in the form of 
price instability. 

Apart from the forces impinging upon total output from 
the side of demand — foreign and domestic — the supply 
of output may itself be subject to rigidities which prevent 
ready adapiation to changes in demand. Thus, the impact 
of short period fluctuations in exports of whatever magni- 
tude will be greater or less depending upon the inherent 
responsiveness of production. It is a characteristic of the 
production of primary commodities, particularly where it 
is based upon small-scale producing units, that adjust- 
ments in output to changing economic forces are slug- 
gish.® Indeed, it has been the object of various stabiliza- 
tion schemes adopted by many of the primary producing 
countries of the region to protect the domestic sectors 
from the sharp variations in the price and volume of 
exported primary commodities, whatever their source. 
Apart from the influence of Government policy, however, 


° See General Agreement of Tariffs and Trade (GA 
Trends in International Trade, A Report by a Panto} Boe 
Geneva, 1958. : 


there are natural limitations which make it difficult to 
substitute one type of product for another in accordance 
with changed market conditions or even to alter the 
volume of output of a single product over the short term. 
In addition, many agricultural commodities are not 
readily storable and even where inventory accumulation 
is possible the cost of storage is frequently prohibitive. 
This means of enhancing the degree of flexibility of pri- 
mary commodity output is, therefore, not generally feasi- 
ble. In view of these considerations, output in most of 
the Latin American countries is likely to be inflexible 
to change in economic forces, since agricultural produc- 
tion represents a substantial share of total output. It need 
hardly be added that agricultural production is also sub- 
ject to a high degree of instability as a result of climatic 
and other natural events which impinge upon output in a 
random manner. 

Impediments to flexibility in supply that have no 
counterpart in the industrialized countries are also found 
in the industrial sectors of the Latin American economies. 
These arise from the fact that industrial productive capa- 
city is far from sufficient to meet the current domestic 
demand for industrial products. Hence, there is little or 
no margin of excess capacity to permit ready adjustment 
to upward changes in demand, In some of the Latin 
American countries in recent years, however, a number 
of traditional manufacturing industries such as textiles 
have shown evidence of excess capacity. In part this is a 
result of a decline in demand, but it may well be that the 
older established consumer goods industries have out- 
grown the current volume of domestic demand and must 
look to export markets and an acceleration in per capiia 
real incomes at home in order to attain full capacity out- 
put. No such evidence of excess capacity, however, is to 
be found in the engineering and metal transforming indus- 
tries. Finally, it may be noted that industrial output in 
these countries is less readily adaptable to variations in 
demand because of the relatively low annual rate of new 
capital formation that is characteristic of countries in 
this region. 

The role of these factors in the export-output relation- 
ship, may be illustrated by the experience of a selected 
group of Latin American countries. Among these are 
Cuba and Colombia, which represent the extremes of the 
range defining the degree of variability of output, while 
Venezuela has been selected, since it falls roughly in the 
middle of the range. Also included are Brazil and Argen- 
tina, which are among the most industrially advanced 
countries of the region and may, therefore, provide inter- 
esting points of comparison. Finally, El Salvador together 
with Cuba and perhaps Venezuela exemplify the “open 
economy” type which has been alluded to above. The 
object in the selection of these countries has been to pre- 
sent the widest possible range of experience. 

The magnitude of fluctuations in the demand and sup- 
ply components of output are shown in table 2, where 
the six countries are ranked in descending order of the 
degree of variability in total output, The degree of fluc- 
tuations in total output and the purchasing power of 
exports are reproduced from table 1. The average annual 


percentage deviation from trend for gross fixed domestic 


¥ 


ye, 
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investment and for public consumption are shown in 
columns 3 and 4. The range of variation in investment is 
rather less and in public consumption rather more than 
that of exports. It will be seen however, that in neither 
case is there a distinct relationship to the ordering of 


Table 2 


SHORT-PERIOD FLUCTUATIONS IN DEMAND AND SUPPLY 
COMPONENTS OF OUTPUT IN SELECTED COUNTRIES, 
1948-59 
(Average annual percentage deviation from trend) 


i Gross Purchasing Gross Public Agricultural 
Country domestic power of fixed do- consump- production 
product exports mesticin- tion « 
vestment 
(1) (2) (3) (4) (5) 
Cuba ; Gye 10.7 11.0° Be 9.9° 
El Salvador 3.8 9.2 8.5 7.8 ok: 
Brazen 3.2 9.6 9.9 14.3 3.1 
Venezuela . 2 5.4 8.4 21.0 2.6 
Argentina . 2.4 Tiel RD 2.9 Dal 
Colombia . 11 12.8 11.1 10.1 5.8 
————————————— ee 


Source: ECLA, on the basis of official national statistics. 

“ The average of agricultural production varies from country to 
country, but in general includes fishing, hunting and forestry. 

» 1948-58. 

* Sugar production only, which represents approximately 80 per 


cent of total agricultural output. 
4 1949-59, 


countries in terms of output instability. But, as previously 
indicated, the magnitude of fluctuations in investment 
and public consumption may not be as important as the 
timing of fluctuations where it is desired to evaluate 
their influence upon the short period relationship between 
exports and output. 

Column 5 of table 2 showns the degree of variability 
in agricultural production. In four out of the six coun- 
tries — Brazil and Venezuela being the exceptions — 
agricultural production is significantly more unstable than 
total output. It may be presumed that, in these four coun- 
tries, the magnitude of variations in agricultural output 
arising from natural causes as well as from economic 
forces overshadowed the stabilizing elements that are 
associated with the agricultural sector of production. As 
will be seen below, however, the weighted impact of fluc- 
tuations in agricultural output — including the effects of 
both magnitude and timing — is, on balance, a stabilizing 
influence upon total output. 

The timing of fluctuations in the various demand and 
supply components are illustrated in figure IV for the six 
countries under review and, as in figure IJ], the curves 
represent annual percentage deviations from the trend, It 
will be apparent from a comparison of the data charted 
for each of the selected countries, that the Cuban experi- 
ence is rather unique. It is the only country where a 
pervasive positive correlation in the timing of movements 
among all the variables is to be found. The sharp fluctua- 
tions in agricultural output are to be explained in part 
by the special characteristics surrounding the production 
of sugar. Relatively rapid adjustments to changes in 
foreign demand are feasible, since the harvesting of cane 
can be postponed for as long as one year without serious 
loss in yield. In view of the concordance of timing among 
the variables, it is not surprising that Cuba, of all the 
Latin American countries, experienced the highest degree 
of instability in total output. Thus Cuba provides an in- 
stance where the impact of autonomous fluctuations in 
foreign demand have been readily transmitted through- 
out the various sectors of the economy with the burden 
of adjustment falling mainly upon total output. Further- 
more, the nature of the experience is in accordance with 
what might be expected in an “open economy”. 
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Figure IV 
TIMING OF SHORT-TERM FLUCTUATIONS IN DEMAND AND SUPPLY COMPONENTS OF OUTPUT 1948-59 
(Percentage deviation from trend) 
NATURAL SCALE 
ARGENTINA BRAZIL COLOMBIA 
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Source: Economic Commission for Latin America on the basis of official national statistics. 
Production of sugar only, which represents approximately 80 per cent of total agricultural output. 
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In El Salvador — also an “open economy” — none of 
the demand and supply components appears to have 
exerted a stabilizing influence on the economy, in so far 
as movement over time is concerned. Total output in El 
Salvador was less stable than in any of the other selected 
countries except Cuba, but in the former country devia- 
tions from the trend reflected the combined influence of 
divergent fluctuation in the purchasing power of exports, 
total investment, public consumption and agricultural 
production. Although movements in gross investment and 
agricultural production provide the greatest degree of 
concordance with variations in total output, nothing 
emerges to suggest that as in the case of Cuba the expe- 
rience of El Salvador was in line with the economic 
repercussions that might be expected from an “open 
economy”. 

Among the other countries, a low degree of concordance 
in the timing of the influencing variables is found in 
Brazil and Colombia. In the former country, total invest- 
ment and the purchasing power of exports have moved 
almost continuously in opposite directions in relation to 
the trend. Yet, during some periods there are signs sug- 
gesting the existence of a time lag between the changes 
in the two variables. The wide fluctuations in investment 
during the period 1949-1953 were in large measure due 
to the huge and non-recurring expenditures made in 1951 
and 1952 to exploit new coffee-growing areas. The ex- 
pansion of investment in this sector of production was in 
response to the rise in coffee prices which took place in 
1949-1950. Nevertheless, at the end of the period, the 
relative rise in investment was mainly the result of meas- 
ures taken by the Brazilian Government to offset the 
depressive impact of the decline in foreign demand. This 
compensatory policy” is reflected also in the behaviour of 
public consumption. During the whole period, agricultural 
production showed a smaller degree of instability than 
the components of demand referred to above. Deviations 
from the trend in agricultural output are mainly attribut- 
able to random fluctuations in coffee production. 

The Colombian experience differs from that of Brazil 
in two main aspects, Firstly, agricultural output has not 
itself contributed to the stability in total product except 
in recent years. Secondly, towards the end of the period 
under review parallel downward movements in exports, 
investment and public consumption were recorded. While 
Brazil at this time was pursuing a compensatory policy, 
Colombia was mainly concerned with the elimination of 
the balance-of-payments disequilibrium, through restric- 
tions on imports and internal demand. Earlier in the 
period, the several variables under review often fluctuated 
in opposite directions. The variations in agricultural pro- 
duction between 1948 and 1956 were considerably influ- 
enced by factors extraneous to economic activity. Total 
investment, based on substantial imports of capital goods 
and public consumption, showed high positive deviations 
from the trend even in 1955 and 1956 when exports 
declined sharply. The consequence was that large deficits 
in the balance of payments appeared, which in turn in- 
duced the authorities to adopt a programme of stabiliza- 
tion beginning in the middle of 1957. 


7 The term “compensatory policy”, as used here, is intended 
to describe all economic measures that affect the impact of ex- 


‘ternal economic forces upon domestic output an income. This 


is not to suggest, however, that in the case of Government pol- 
icy, such measures are always pursued with the compensatory 
objective clearly in mind. 


It will be observed that, in the case of Argentina, the 
degree of concordance in the timing of the various demand 
and supply components is rather greater than that in 
Brazil or Colombia. Movements in the purchasing power 
of exports, fixed investment and agricultural production 
are broadly similar, with the notable exception of 1959. 
The domestic production of capital goods in Argentina 
is relatively high when compared with that of other Latin 
American countries. Furthermore, and unlike other coun- 
tries in the region, agricultural output in Argentina is 
subject to the competitive demands of both the domestic 
and the foreign market, In view of these special consi- 
derations, it might have been expected that the relation- 
ship among these three variables would be affected, but 
this is not obviously revealed in the timing of fluctua- 
tions. But, as will be seen below, when the magnitude of 
fluctuations is taken into account, the relationship among 
these variables emerges more clearly. Public consump- 
tion, on the other hand, appears to have exerted a stabi- 
lizing influence upon total output. There is reason to 
believe that private consumption in Argentina was also 
an important stabilizing factor since, for most of the 
period under review, low prices for consumer goods were 
deliberately maintained through the overvaluation of the 
rate of exchange and extensive subsidization. Indeed, it 
would appear that, until the end of 1955, the level of in- 
ternal consumption was kept stable at the expense of 
exports and investment. Thus, total output fluctuated 
narrowly around a low average rate of growth and 
balance-of-payments disequilibrium was a common feature 
of this period. In 1959, drastic measures were taken to 
correct the external imbalance and to eliminate infla- 
tionary pressures. Thus, despite an advance in the pur- 
chasing power of exports, there was a relative decline in 
the volume of gross fixed investment. 

In Venezuela, the annual fluctuations in the purchasing 
power of exports were much less violent than in the other 
selected countries. If the period under review is taken as 
a whole, the behaviour of exports appears to have con- 
tributed to the relative stability of output. Agricultural 
production was also relatively stable, but its share in total 
product is considerably smaller than that of the petroleum 
sector, On the other hand, investment and, even more, 
public consumption fluctuated widely in some years. Be- 
tween 1948 and 1952, the sharp opposite deviations from 
the trend recorded for total investment can be attributed 
to the movements in capital expenditure in the petroleum 
industry. The special nature of capital formation in this 
industry is likely to make it more volatile than alternative 
forms of investment. Later in the period, however, invest- 
ment became more stable because of the increased parti- 
cipation of Government public works projects as well as 
private capital formation in manufacturing industries. 
The relative increases in gross investment and public con- 


sumption during 1959 reflected the efforts of the Govern- 


ment to compensate for the depressing influence arising 
from a slackening in the demand for petroleum. 
Clearly, the timing of movements in the components of 
internal demand and in agricultural production have 
exerted an influence upon the relationship between exports 
and output in each of the countries examined above. This 
influence, however, when considered by itself, fails to 
provide a full understanding of the interrelationship be- 
tween the relevant variables and output instability; the 
magnitude of fluctuations must also be taken into account. 
Part of the difficulty derives from the fact that it is not 


175 


feasible to quantify the extent of concordance in the move- 
ment of the several variables over time and therefore to 
know the degree of compensation or aggravation contri- 
buted by each. Nevertheless, it is possible to summarize 
the total impact — both in terms of magnitude and tim- 
ing — of each of the influencing variables upon the 
instability of output. Thus, if from total output the vol- 
ume of say gross investment is subtracted and the degree 
of instability in the remainder calculated, the latter figure 
may then be compared with the degree of instability in 
total output and the difference would be attributable to 
the influence of gross fixed investment, If the degree of 
fluctuation in output, excluding investment is, say, 4 per 
cent as compared with 3 per cent when investment is 
excluded — that is, if the degree of instability is reduced 
— it may be presumed that, on balance, the degree of 
fluctuations and the timing of movements in capital 
formation had a destabilizing effect on variations in total 
output. But, it will be noted that, according to this method 
of calculation, it is the gross impact of the influencing 
variable that is being isolated since other variables are 
still contained in the output remainder and these may be 
closely related to the variable that is excluded. The results 
of these calculations are presented in table 3. There, the 
degree of stability of total output, on the one hand, and 
the weighted influence of the purchasing power of exports, 
investment, public consumption and agricultural produc- 
tion on the other hand, are shown separately, for each 
of the six countries under discussion. 

There are a number of interesting relationships that 
emerge from the data appearing in table 3. First, it will 
be noted that, as regards the country ordering of each 
influencing variable, there is a fairly high association 
with that of the degree of instability in output. This is to 
say that the weighted degree of variations in demand and 
supply components has tended to be higher in those 
countries which have experienced a greater degree of 
instability in output. Second, within each country, differ- 
ences between the degree of instability in each of the 
influencing variables and that of total output do not exceed 
two percentage points except in two instances. This sug- 
gests that in general no single variable has exerted an 
overwhelming influence on output variability in the indi- 
vidual countries; rather, the degree of instability in out- 
put is the result of inter-action among the various factors. 
It would appear, therefore, that there is a fundamental 
inter-connexion between the degree of instability of out- 
put and that of the demand and supply components both 
within and among the selected group of countries, 

The influence of instability in the purchasing power 
of exports may be seen from the data shown in the second 
column of table 2. Of all the countries, El Salvador has 
experienced the greatest instability in the supply of output 
for the home market — that is the output remainder 
after substracting the real value of the purchasing power 
of exports. Thus the effect of export instability appears 
to have been readily transmitted to the domestic economy 
and may be taken to reflect the characteristics associated 
with an “open economy”. 


Table 3 


WEIGHTED? INFLUENCE OF DEMAND AND SUPPLY 
COMPONENTS ON OUTPUT INSTABILITY IN 
SELECTED COUNTRIES 1948-59 


(Average annual percentage deviation from trend) 


Degree of fluctuation in output excluding: 


Gross Purchasing Gross Public Agricultural 


Country domestic power of fixed do- consump-  produc- 
product” exports mesticin- tion tion® 
vestment 
Gubaee eee Gal 6.4 Gi 6.1% 1 be 
El Salvador 3.8 7.6 4.1 4.3 3.97 
Brazile 3.2 4.2 3.2 7.0 3.9 
Venezuela . 25 2.9 4.5 2.5 2.8 
Argentina . 2.4 2.5 1.4 2.9 2.8 
Colombia i Kea el 1.4 Tal 1.8 
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Source: ECLA, based on official national statistics. 

Obtained by subtracting each demand or supply component 
from gross domestic product and calculating the average 
annual percentage deviation from trend of the remainder. 
From table 2 above. 

The coverage of agricultural production varies from country to 
country, but in general includes fishing, hunting and forestry. 
1948-58. 

Production of sugar only which represents approximately 80 
per cent of total agricultural output. 

1949-59. 
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The influence of gross fixed investment appears to 
diverge most in Venezuela and Argentina. In the former 
country, the weighted impact of investment, on balance, 
has contributed to the stability of total output since the 
effect of eliminating expenditure on capital formation is 
to increase the degree of instability in the output re- 
mainder. In Argentina, on the other hand, gross fixed 
domestic investment has apparently been an independent 
source of instability, a finding which is not surprising 
given the relatively advanced industrial structure of that 
country. The stabilizing influence of public consumption 
was particularly marked in Brazil, but in all the coun- 
tries this demand component has either contributed to 
the stability of total output or, on balance, has had no 
directional impact on output. 

The effect of agricultural production in terms of mag- 
nitude or timing, considered separately in the previous 
discussion, has not permitted an unequivocal evaluation 
of its impact upon variations in total output. On the 
basis of the calculations presented in the last column of 
table 3, however, it would appear that, in all countries, 
output in this sector has either contributed positively to 
the stability of total output or, at least, has had a neutral 
impact. The role of agricultural supply in short-term 
fluctuations of output appears to be that of a stabilizer 
when its weighted influence is considered. Thus, on the 
basis of the data being examined here, the characteristic 
rigidities of production attributed to this sector appear 
to be confirmed. 


IV. THE SYMPTOMS OF SHORT-TERM INSTABILITY 


The preceding analysis of the short-term behaviour of 
strategic economic variables has shown that, in five out 
of the six selected countries, one or more factors are inter- 
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posed between the variations in exports and their impact 
upon output. These factors are identified with the main 
components of internal demand and supply. In the Latin 


Figure V 
SHORT-TERM INSTABILITY IN OUTPUT® PRICES,” AND THE BALANCE OF PAYMENTS®* 
NATURAL SCALE 
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American countries, however, the level of domestic sav- 
ings, on the one hand, and the supplies of capital goods 
and also of intermediate products for some key sectors 
on the other, are largely dependent upon variations in 
foreign demand and imports, respectively. Thus, the rela- 
tively weak association between fluctuations in exports and 
output in some countries suggest that, from one year to 
another, gaps should have appeared between savings and 
total investment — that is to say between internal supply 
and total demand. The symptoms of these gaps — which 
can be of an inflationary or deflationary nature — are 
to be found in the annual changes in the level of domestic 
prices and the surplus or deficit in the balance of pay- 
ments. In figure V, the annual percentage deviations of 
total output from the trend are compared with the actual 
annual variations in the cost of living and with the ratio 
of the capacity to import to actual import. From this 
ficure it is possible to determine roughly the extent to 
which the burden of readjustment imposed by the insta- 
bility in the purchasing power of exports has fallen upon 
total output or upon prices and balance of payments, or 
both. 

It can be seen that in Cuba, El Salvador and Vene- 
zuela, where the degree of stability of total output was 
relatively low, the upward movements in price were of 
limited magnitude. In these three countries, where external 
influences were permitted to exert their full impact, prices 
fluctuated in opposite directions between 1949 and 1952. 
This reflected the changing external market conditions 
and especially those in the United States economy. The 
recession year 1949 was followed by the Korean boom 
and subsequently there was a downward movement in 
prices. If the period under review is taken as a whole, 
internal prices tended to be stable. In 1958 and 1959, 
however, the variations in output and the purchasing 
power of exports in Venezuela tended to diverge, and at 
the same time noticeable rises in the cost of living were 
recorded. In El Salvador and Venezuela, the ratio of the 
capacity to import to actual imports was equal to, or 
exceeded, 100 in most years of the period under review. 
But in the latter country, the ratio in 1958 and 1959 
showed an important surplus as a result of the Govern- 
ment’s internal compensatory policy. In Cuba, an import 
surplus was recorded in seven out of the eleven years 
being examined. Thus, although Cuba experienced sub- 
stantial fluctuations in total output, they were not sufficient 
to prevent the emergence of frequent deficits in the bal- 
ance of payments. Furthermore, in all three countries the 
yearly upward or downward variations in the ratio of 
the capacity to import to actual imports were very sharp. 
This characteristic is largely to be explained by the spon- 
taneous lag which inevitably exists in an “open economy” 
between the fluctuations in the purchasing power of 
exports and imports, since the impulse of the former is 
transmitted through various intermediate stages — internal 
expenditures, output, import requirements and _ finally 
import orders, 

Total output in Brazil was more stable than in Cuba 
or El Salvador, but fluctuated as much as in Venezuela. 
Yet, as already noted, the degree of concordance, both 
in timing and magnitude, between the movements in the 
purchasing power of exports and output was much lower 
than in any of the three countries previously discussed. 
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It can be observed from figure V that except in 1949 and 
1950, domestic prices in Brazil rose in each year of the 
period and at an annual rate which tended to increase. 
Likewise in eight out of the eleven years, actual imports 
exceeded the capacity to import. This occurred despite 
the rise in foreign long-term capital inflow and ultimately 
led to a rapid climb in the short-term external indebted- 
ness of the country. From 1956 onwards, substantial 
investments were undertaken by the Government to elimi- 
nate internal bottlenecks, and in 1957, 1958 and 1959 
there was a very large excess of imports of goods and 
services in relation to exports. Nevertheless, the active 
compensatory policy followed in these years was accom- 
panied by persistent and growing inflationary pressures 
within the economy. 

Colombia provides an instance of a country where 
total output was relatively stable and the fluctuation in 
the purchasing power of exports was reflected mainly 
in the instability of prices. From an examination of figure 
V it will be apparent that only in 1955 and 1956 was the 
stability in total output obtained at the cost of a large 
deficit in the balance of payments. Subsequently, when 
the import surplus disappeared, the annual rate of price 
increase turned upward again. In 1959, however, infla- 
tionary pressures diminished, and the balance of pay- 
ments was virtually in equilibrium. Two factors con- 
tributed to this; the stabilizing influence of agricultural 
output, on the one hand, and the restrictive nature of 
monetary and fiscal policies, on the other. 

In Argentina, both prices and the balance of payments 
were highly unstable in the short run, At the same time, 
output experienced relatively small variations, mainly as 
a result of the stability in public and private consump- 
tion. The Government, seeking to reduce these categories 
of expenditure, introduced a readjustment in the price 
structure in 1959 by means of a substantial devaluation 
in the exchange rate and the elimination of official sub- 
sidies on food and public utility services. The immediate 
impact of these measures was a noticeable decline in 
total output together with a transitory acceleration in 
the annual rate of increase of prices. Undoubtedly, this 
acceleration was also a result of the disappearance of 
the import surplus. It emerges from figure V that an 
excess of imports was recorded in eight of the twelve 
years under review, and for the whole period the absolute 
balance-of-payments deficit was very large. 

In Argentina as well as in Brazil and to a lesser extent 
in Colombia, there were also very wide variations in the 
ratio of the capacity to import to actual imports from 
one year to another. But the underlying causes and the 
significance of these variations were different from those 
found in the “open economies” of Cuba, El Salvador and 
Venezuela. In the former countries — Argentina and 
Brazil, — a system of direct controls on imports was a 
permanent feature of trade policy. From time to time 
purchases abroad were drastically curtailed in order to 
help offset the balance-of-payments deficit incurred during 
most of the years between 1948 and 1959. In this way, 
foreign exchange reserves were prevented from being 
completely exhausted and the rate of increase of external 
short-term indebtedness was somewhat reduced. Similar 


features characterized the import policy in Colombia from 
1954 onwards. 


V. THE POLICY IMPLICATIONS OF SHORT-PERIOD INSTABILITY 


It emerges from the previous discussion that the proxi- 
mate source of short period fluctuations in most of the 
Latin American countries is the external sector. The 
symptoms of short-period fluctuations are most frequently 
revealed in the form of price instability and recurring 
balance-of-payments difficulties. Moreover, the conditions 
of disequilibrium have been especially apparent in those 
countries where output variations have not been relatively 
large. This is to say, to the extent that output has not 
readily adjusted to the periodic shocks imposed upon 
the economy, there has been a tendency for the burden 
of adjustment to be shifted on to the price system and the 
balance of payments. This is not to suggest that one form 
of adjustment to periodic fluctuations is in any way less 
burdensome for an economy than another. Sharp varia- 
tions in output, and hence in incomes and employment, 
may produce serious dislocations in a country’s economy, 
although in a different form than those which accompany 
price instability or balance-of-payments disequilibrium. 
None of the economic influences that we have examined 
above arise solely from the interplay of market forces; 
Government policy in one form or another has intervened 
to shape the direction and magnitude of these influences. 
It is reasonable to expect that Government policy seeking 
to mitigate the worst features of short-term economic 
fluctuations would be directed in the first instance toward 
the major source of instability, that is, the external sector. 
Some Latin American countries, at various times, have 
attempted to secure better terms for their export com- 
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modities by intervening in the international market. 
These efforts have not been generally successful because 
the necessary conditions for such intervention have rarely 
obtained in the international market for primary com- 
modities. Governments have therefore had to fall back 
on policy measures to mitigate the impact of short-term 
fluctuations on the internal economy. As we have seen, 
where compensatory measures have been taken, they have 
contributed to the stability of output but at the same 
time have produced other dislocations in the economy. 

It may be argued that, where Governments choose to 
pursue a compensatory policy as opposed to one which 
permits fluctuations to exert their impact directly on out- 
put, the choice implies an inconsistency between short- 
term stability objectives and longer run goals such as a 
higher rate of growth. One widely held theory of eco- 
nomic growth postulates that, in a dynamic economy 
experiencing a rapid rate of economic growth, the accom- 
panying fluctuations of output about the trend will tend 
to be of greater magnitude than in the case of a relatively 
stagnant economy. Underlying this hypothesis, is the 
assumption that periodic fluctuations perform the useful 
economic function of shifting resources from less produc- 
tive to more productive activities in a way that will 
enhance the efficiency of output and its growth over time. 
To the extent, however, that resources are not readily 
mobile, as is frequently assumed to be characteristic of 
the Latin American economies, the scope for an enhance- 
ment in the efficiency of output and growth is consider- 
ably reduced. Indeed, from a consideration of the 
experience of Latin American countries over the period 
1948 to 1959, it emerges that output growth and output 
stability are not positively related..This may be seen 
from the scatter of points appearing in figure VI. There, 
the cumulative rate of growth of output for each of the 
countries in the region between 1948/1949 and 1958/ 
1959 is plotted against the degree of annual variability 
in output over the same period. The points fall along a 
relatively narrow horizontal band, suggesting that a given 
degree of instability in output is consistent with a wide 
range of rates of growth of output. On the basis of this 
evidence, therefore, there is no reason to assume that the 
achievement of higher rates. of economic advance must 
necessarily be accompanied by a greater degree of out: 
put instability. Thus, for the period under review, it is 
not obvious that the rate of economic growth has been 
adversely affected in these countries which followed pol- 
icies of compensation. 

It is inaccurate perhaps to categorize the nature of 
Government policy in terms of mutually exclusive alter- 
natives, as the previous discussion appears to do. Most 
commonly, Government policy embraces a range of 
measures which can only roughly be described as either 
active intervention or passive adaptation to market forces. ~ 
Irrespective of the nature of Government policy response _ 
in the short run, however, it would appear that, in at 
least one important respect, policy has not been effective. 
If the experience of a group of ten Latin American coun- 
tries is considered as a whole, it emerges that there is a 
significant positive association between the degree of 
instability in the purchasing power of exports and that 
of gross fixed domestic investment. This is to say, those 
countries which were subjected to relatively large short- 
period variations in real export proceeds also experienced 
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Figure VII 
RELATIONSHIP BETWEEN PURCHASING POWER OF EX- 
PORTS AND GROSS FIXED DOMESTIC INVESTMENT 
1948-1959 


(Average annual percentage deviation from trend) 
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Source: Economic Commission for Latin America. 


large variations in gross investment. This may be seen in 
figure VII, where the relevant data are shown in the 
form of a scatter diagram. It will be noted that three 
countries — Argentina, Peru and Venezuela — deviate 
most from an imaginary line defining the main cluster 
of countries, Investment in Argentina appears to have 
been proportionately more stable than the average for 
the other Latin American countries, given the degree of 
variation in the purchasing power of its exports. This is 
in accordance with that country’s relatively more ad- 
vanced economic structure such that the dependence of 
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investment on the external sector is less intimate. In Peru 
and Venezuela, on the other hand, investment has been 
relatively more unstable than might be expected from 
the indicated degree of variations in the purchasing power 
of exports. This is to be attributed to the substantial 
volume of direct foreign investment that has flown into 
both countries — a category of capital formation which 
is not related directly to the movements in purchasing 
power of exports.® 

Thus the ineffectiveness of Government policy — 
whether active or passive in breaking the link between 
instability in exports and domestic investment is not to 
be attributed entirely to inadequacies in the policies and 
the vigour with which they were pursued. Since the 
unstable impulses emanate largely from economic forces 
outside the Latin American countries and are, therefore, 
beyond their control, the successful implementation in 
Latin America of economic measures designed to check 
them must to this extent be prescribed. 

The consequences of short-period instability in the 
external sector and concomitant fluctuations in investment 
may now be added to the long-run problem of economic 
growth confronting the Latin American countries. Both, 
problems arise fundamentally from the fact that the rate 
of economic advance continues to depend largely upon 
the growth of the external sector, that is, the production 
and export of a relatively narrow range of primary com- 
modities. Instability in the volume of capital formation 
for countries in the region is, on balance, likely to 
impede the introduction of the structural changes neces- 
sary to enhance the rate of economic growth. This follows 
from the fact that the investment function in Latin Amer- 
ican countries, unlike those in Western Europe and North 
America, is not an instrument for the absorption of a 
dynamic technology — a process which may be enhanced 
by fluctuations in the volume of investment. Rather, in- 
vestment in the former countries is geared to augmenting 
domestic productive capacity for import substitution and 
for alleviating the serious bottlenecks in economic and 
social overheads. Under these circumstances, the forced 
postponement of new investment or delay in projects 
already under way represents an absolute loss that cannot 
be recouped. Windfall gains associated with a boom in 
exports may, of course, stimulate capital formation that 
would otherwise not have occurred. Nevertheless for the 
Latin American countries faced with the long-term prob- 
lem of raising existing low levels of per capita real 
income, a stable and sustained rate of capital formation 
would appear to contribute most to the achievement of 
this goal. 

* Since the purchasing power of exports is compounded of move- 
ments in both the volume of exports and the terms of trade, it 
is of interest to note that there is also a significant positive inter- 


country association between the degree of instability in the terms 
of trade and that of gross fixed domestic investment. 
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REPORT OF THE LATIN AMERICAN SEMINAR ON PLANNING 
(Santiago, Chile, 19-24 February 1962) 


I. INTRODUCTION 


1. The present report reviews the activities of the Latin 
American Planning Seminar, held at the headquarters of 
the Economic Commission for Latin America (ECLA), 
Santiago, Chile, from 19 to 24 February 1962, under the 
auspices of the Organization of American States (OAS), 
ae itself and the Inter-American Development Bank 


2. The purpose of the meetings was to study and discuss 
the experience acquired by the Latin American countries 
in the field of economic and social development planning, 
with a view to the promotion and intensification of the 
activities which the Governments have pledged them- 
selves to undertake by virtue of the Charter of Punta del 
Este. In consideration of the need to put the commit- 
ments and objectives of the Charter into practice without 
delay, the Seminar devoted special attention to the analy- 
sis of the most urgent tasks involved in the formulation, 
preparation and implementation of short-term plans, as 
well as to some of their most important technical aspects. 


3. The proceedings of the Seminar, which was not ofh- 
cially inaugurated, opened on Monday, 19 February 1962, 
with a statement by Mr. Raul Prebisch, Under-Secretary 
of the United Nations in charge of the ECLA secretariat, 
who expounded in broad outline the problems to be con- 
sidered and referred to the potential importance of the 
discussions for the development of Latin America within 
the framework of the new policy of international co- 
operation. 


4. The Seminar was attended by thirty-seven experts, 
eight of whom were members of the panel recently ap- 
pointed by the Inter-American Economic and Social 
Council (IA-ECOSOC) to evaluate development plans,1 
twelve were technical experts with wide experience in 
the work of economic and social planning, fourteen were 
experts from OAS, ECLA and IDB, and three were special- 
ists from other agencies. The complete list of participants 
is given in Annex I to the present report. 


5. Observers were sent to the Seminar by the Pan Amer- 
ican Sanitary Bureau, the Agency for International 
Development (AID) of the Government of the United 
States of America, and the United States Economic Mis- 
sion in Chile (see Annex I). 


6. It should be placed on record that the experts took 
part in the discussions in a purely personal capacity, and 
that the views they expressed were based on their own 


1 The ninth expert, Mr. Gonzalo Robles, was prevented by 
illness from attending the Seminar. 


private convictions and opinions and did not necessarily 
reflect those of the Governments of their countries, or 
of the institutions they serve. 


7. The Seminar elected as Chairman Mr. Rail Saez and 
as Rapporteur Mr. Manuel Noriega Morales. Mr. Benja- 
min Hopenhayn acted as Secretary to the meeting. 


8. The discussions were based on the following agenda, 
presented here in abridged form.? 


I. Basic approach to short-term action 


1. What should be the nature of short-term action 

2. Requirements implicit in short-term action 

3. External requirements 

4. Economic and social projects in a short-term 
plan 


II. Content and methodology of short-term plans 


1. General frame of reference as a guide to 
planning 

2. The investment programme 

3. The economic policy programme 


III. Preparation and execution of plans: problems, 
organization and administrative machinery 


1. Administrative organization for the formula- 
tion, execution and supervision of plans 

2. Role of public investment machinery 

3. Problems relating to the preparation of specific 
investment projects 


IV. International technical and financial assistance in 
the formulation of programmes and projects 


9. Although the items on the agenda were discussed at 
the plenary meetings of the Seminar, various working 
groups had to be appointed to formulate conclusions in 
connexion with specific topics. The findings of these 
groups are incorporated in summarized form in the sub- 
stantive part of the present report. 


10. In the following pages (drafted by the Rapporteur 
of the Seminar with the help of the technical personnel 
of the secretariat), the main ideas expressed at the 
meeting are reproduced, together with the conclusions 
reached in the course of the discussions, 


* The full text is given in Annex II. 
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II. MAIN FINDINGS OF THE SEMINAR 


11. The present review of the most important findings of 
the Seminar contains the ideas and opinions expressed 
in the course of the discussions on the various technical 
problems implicit in the practical application of the prin- 
ciples underlying the Alliance for Progress, especially in 
relation to short-term action. 


12. The main focus of the Seminar was on an examina- 
tion of the problem of short-term action, not only because 
of the urgency of the situation, but also because short- 
term action may help to launch a long-term planning 
effort, and incidentally because it was with respect to 
short-term planning that the absence or insufficiency of a 
proper orientation or of practical guide-lines was felt 
the most. It should be made quite clear, however, that, 
in the unanimous opinion of the participants, the problems 
of planning in the short term cannot be approached with- 
out reference to the more general and basic problems of 
long-range planning. In fact, it was suggested that, 
properly speaking, programmes should be referred to not 
as short-term programmes, but rather as transitional 
or temporary programmes, or as the short-term aspects 
of long-range programmes, or as short-term measures to 
be taken within the framework of long-range programmes. 


13. Since the topics discussed were those for which there 
is insufficient practical experience so far, and no conven- 
tional methodological formulae exist, the aim pursued 
on this occasion was to assemble criteria and guide-lines 
which would contribute to the gradual definition of the 
most appropriate forms of action and the fundamental 
ideas on which they might be based. The findings of the 
Seminar indicate that a high degree of unanimity existed 
among the participants on most of the topics dealt with. 


1. SCOPE OF SHORT-TERM ACTION 


14. It was unanimously agreed that there was a pressing 
need for energetic promotion of the various measures 
required to accelerate the development process of the 
Latin American economies and channel it towards the 
fulfilment of the economic and social objectives of the 
Alliance for Progress. This conclusion reflected deep 
concern on several counts. 


15. Eighteen months have gone by since the Act of Bo- 
gota was signed (September 1960). Meanwhile, alloca- 
tions of substantial additional resources to increase inter- 
national financial co-operation in the solution of the 
most urgent social and economic problems have been 
approved or pledged, new agencies have begun their 
activities, and the work of adapting the pattern of such 
co-operation to the nature of the problems to be tackled 
has been started. This has encouraged the Latin Amer- 
ican Governments to embark upon or expedite the for- 
mulation of economic and social development plans, the 
preparation and presentation of investment projects, 
the adoption of practical measures of economic policy 
and the preparation or introduction of the basic reforms 
essential for the attainment of the social targets that the 
countries themselves set at the economic conference at 
Punta del Este. 


16. Nevertheless, the participants manifested their con- 
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cern over the fact that practical action, in general and 
in each particular case, had not attained a tempo consis- 
tent with the pressing demands of the situation prevailing 
in Latin America. In this connexion, mention was made 
of the reluctance observable at times on the part of the 
authorities to make a precise definition of the aims pur- 
sued by a development policy and to express them in 
terms of clear guide-lines for the use of economic policy 
mechanisms, or of measures, in conformity with the 
peculiar situation of the countries, to institute the struc- 
tural reforms that were needed if the countries were to 
emerge from situations that were an anachronism, ham- 
pering development and preventing income from being 
more equitably distributed, Special mention was also 
made of the lack of adequate efforts to mobilize internal 
resources. On the other hand, attention was drawn to 
cases in which available resources had not been used 
because applications, drawn up in the proper manner, 
had not been submitted to the external financing insti- 
tutions. 


17. The shortage of specific investment projects worked 
out in full detail partly accounted for the fact that the 
principles of the Alliance for Progress had not yet been 
applied as generally, or as intensively, as might have 
been wished. As a result, special attention was devoted to 
that topic in the course of the discussions, and a number 
of suggestions were put forward, to which reference will 
be made in due course.* 


18. The system itself of basing action solely on the con- 
sideration of individual projects was studied at length.* 
It was asserted that the maintenance of that procedure 
exclusively might militate against the effectiveness of 
immediate action, and that it ought rather to combined, 
wherever possible, with the method of aggregate financ- 
ing on the basis of concrete sectoral, regional, or national 
plans, since it was difficult under the former system to 
establish suitable criteria for determining an order of 
priorities in relation to various undertakings, and to 
ensure a reasonable degree of compatibility between the 
action embarked upon and its implications in terms, for 
example, of fiscal policy, foreign trade and balance of 
payments. Moreover, the mode of action prevented accu- 
rate evaluation of the total internal effort on which de- 
velopment policy was fundamentally based, and the 
intensity of which, according to the principles of the 
Alliance for Progress, largely determined the scale of 
external aid. It was likewise felt that immediate efforts 
should be directed towards the more efficient utilization 
not only of additional external resources, but also of total 
gross investment, including internal resources. In this 
connexion, it was pointed out that even more important 
than the utilization of additional resources are the aggre- 
gate investments normally made in the countries, and 
there was a feeling that their effectiveness could be sub- 
stantially increased in the majority of cases, 


19. In short, it was considered essential to make as great 
an effort as possible to expedite action; a prerequisite 
for such action was a firm attitude of the governments 


. See section 8 below. 
For a more detailed discussion of this point, see section 7. 


at the highest policy level, to give the efforts maximum 
backing. It would thereafter be possible to enlist the 
support and active assistance of the public administration 
— which in the last analysis was responsible for setting 
programmes in motion — and of the general public, 
without whose wholehearted backing of the objectives 
contemplated the efforts made might be rendered ineffec- 
tive. 


20. Similarly, it was agreed that the immediate action 
envisaged should take the form of short-term plans that 
would endeavour to reconcile the need for urgency with 
considerations of effectiveness, and in which the “objec- 
tives and basic principles of economical and social policy 
would be laid down in conjunction with the investment 
programme and measures to prepare or initiate the 
reforms required under the Charter of Punta del Este; at 
the same time the preparatory work would be undertaken 
on long-term planning. 


2. NATURE OF SHORT-TERM PLANS 


21. It was remarked at the Seminar that the planning 
and programming of economic and social development 
had by no means reached a uniform stage of develop- 
ment in all the Latin American countries. One group of 
countries had advanced in the preparation of long or 
medium-term plans, while others had made little or no 
progress in that respect. In regard to the former, it was 
recognized that the task of defining their immediate action 
was much simpler, since in most cases it consisted in 
crystallizing contemplated activities in the form of spe- 
cific projects and in taking economic policy measures 
within an already established general framework. In other 
words, the short-term plan would be the medium for 
putting into practice what were, in effect, the first steps 
in the execution of longer-term plans. 


22. The problem was much more difficult in the case of 
countries that had not gone ahead sufficiently in that 
field. It was stressed, however, that even in those cases 
it was both possible and necessary to prepare short-term 
plans. That task was regarded as the first move towards 
the establishment and progressive improvement of a 
permanent planning process. Reference was made to the 
problems inherent in that approach because no sufficient 
fund of experience had been acquired. 


23. At the same time it was asserted that the countries 
and international bodies engaged in the study of Latin 
America’s problems undoubtedly had a mass of studies 
and general background information, as well as practical 
knowledge at their disposal which could be rapidly sys- 
tematized so as to furnish a general frame of reference 
that would be partly qualitative and partly quantitative. 
On that basis, the salient economic and social problems 
of each country could be pinpointed and their scope and 
urgency determined. A frame of reference of that kind 
would make it possible to define the long-term objectives 
and development policies that were indispensable as a 
guide for short-term action. 


24. To many of the participants, the distinction between 
long and short-term plans seemed to be purely formal, 
- the latter being simply the activities that could be under- 
~ taken immediately within a long-term development policy. 


Others, however, pointed out that, while they recognized 
the value of stating the problem in those terms, the con- 
clusions reached would have to be reconciled in each 
particular instance with the need to take urgent and 
manifestly justifiable measures without delay. 


25. At all events, it was deemed essential for short-term 
plans to be based on an analysis of a country’s economic 
and social situation and of its prospects, although the 
broad coverage and depth that such a diagnosis ought 
to have would depend on the background data available. 
It was pointed out that in some countries little quantita- 
tive information was obtainable and that few people were 
experienced in data processing and analysis, whereas it 
was often possible to find officials, experts and other 
personnel who were sufficiently well acquainted with the 
country, its problems and the relevant aspects of such 
problems to be able to make an extremely accurate con- 
tribution to an analysis of the situation. Moreover, it was 
stated that diagnosis — implicit or explicit — was essen- 
tial to a definition of development policy and should be 
as extensive as possible, and that efforts should be made 
to include an analysis — however tentative — of the 
structural changes that might be necessary. 


26. In practice, a number of factors can be found to 
assist in pinpointing the areas or fields in which short- 
term action should preferably be concentrated, within 
the basic approach of a long-term policy. Such factors 
include investment and measures making for better utili- 
zation of resources lying idle or existing production ca- 
pacity not used to the full, for overcoming production 
deficits in key sectors of the economy, reducing or 
eliminating unemployment, easing acute social, tensions 
and lessening external, fiscal and regional disequilibria. 


27. In connexion with those factors, it was stressed that 
short-term plans should not merely comprise those invest- 
ments and economic policy measures that would give 
immediate tangible results but should attach equal impor- 
tance to measures that would take longer to bear fruit 
but would open up new prospects of future economic 
expansion and social improvement. It was also stated that 
one of the most important aspects of short-term plans was 
that they enabled the groundwork to be laid and the 
machinery to be established for long-term planning. 


3. NEED FOR NATIONAL PARTICIPATION IN THE ATTAINMENT 
OF DEVELOPMENT TARGETS 


28. Some participants were convinced that effective 
action for economic and social improvement of a sustained 
and lasting nature consisted essentially in rooting out 
negative attitudes, restoring efficiency to institutions 
which had lost it, and replacing or getting rid of out- 
moded structures. Any action of that kind is liable to 
come into conflict with vested interests and institutional 
and other rigidities. Hence its success is conditional from 
the outset upon securing the solid backing of public 
opinion. _ 


29. This backing in its turn entails certain claims. To 
begin with, the aims pursued should be an authentic 
expression of the hopes and aspirations of the great ma- 
jority of the population, who should be made to feel 
from the outset that they are taking part in the process 
of advancement towards those objectives. 
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30. As a key factor in the mobilization of public opinion, 
it was stressed that the private sector should be offered 
specific incentives to contribute actively towards the 
achievement of development policy aims. In that respect, 
mention was made of some of the concrete means that 
might be utilized, such as facilitating the preparation of 
projects by means of suitable procedures that, inter alia, 
would reduce the cost of the requisite studies and re- 
search; simplifying administrative formalities so that the 
incentives in the economic policy programme could be 
used to advantage; and facilitating research on techno- 
logical questions, natural resources, organization and 
other matters that might be of interest to private enter- 
prise, in the field of agriculture as well as in that of 
manufacturing, and other similar activities. 


4. ECONOMIC AND SOCIAL POLICY AND SHORT-TERM PLANS 


31. It was agreed generally that the fundamental aims 
of economic and social policy had to be defined for short- 
term plans as for any other plans. 


32. Apart from the economic and social policy measures 
associated with the achievement of long-term objec- 
tives and structural reforms, immediate investment pro- 
grammes require the concurrent adoption of certain 
decisions indispensable for their execution. Such decisions 
are of course connected with the need for greater mobili- 
zation and better channelling of internal resources which 
often involve changes in taxation and financial policy. 
In that respect, reference was made to measures tending 
to restrict non-essential types of consumption — and even 
investment — and to others designed to encourage the 
use of internal resources for more important economic 
and social ends. It was also remarked that the specific 
projects making up the investment programmes frequently 
entailed the adoption of practical measures to ensure 
their feasibility, and that the projects selected should be 
in keeping with the tenor of economic policy. 


33. It was pointed out that solving the various problems 
typical of the present economic situation depended not 
only on making additional investments, but also, and in 
some cases mainly, on basic changes in the existing invest- 
ments and in the prevailing economic policy. These prob- 
lems include external imbalance, insufficient output in 
particular sectors, unemployment, etc. 


34. Special attention was devoted to the fact that the 
increased volume and new methods of international 
financial assistance might require changes in the handling 
of certain instruments of economic policy.5 That was be- 
cause obtaining increased external funds to finance invest- 
ments whose execution involved expenditure mainly in 
national currency might lead to the improper or unsatis- 
factory use of the resources in foreign currency, unless 
at the same time a sound import policy was pursued or 
other appropriate precautions were taken. This would be 
the case, for example, if additional external financing 
was obtained to finance a housing programme and the 
additional foreign exchange was used wholly or partially 
to finance the importation of luxury goods. Similarly, the 
use of external funds to make possible the provision of 
certain public services on a larger scale might call for a 
tax revenue policy that would ensure the availability 


® See sections 7 and 8 below. 
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of current resources to provide subsequently for the func- 
tioning of such services on a permanent basis. 


35. As the foregoing observations imply, there must be 
a unity of purpose in the use of the various instruments 
of economic policy, which must be in line not only with 
the general objectives, but also with selective measures 
with respect to particular economic areas or regions or 
sectors, and with the need to deal constantly with the ad 
hoc problems that arouse the concern felt by national 
authorities. This requirement tends to prevent the pres- 
ence of contradictions and inconsistencies, and the lack 
of co-ordination in the use of the instruments of economic 
policy. 


36. The views expressed indicated that in any country 
that intends to prepare a short-term programme, it is 
vital to formulate an economic and social policy with 
specific objectives and goals, if that has not already been 
done, so that measures reflecting that policy can be in- 
cluded in the investment programme, in line with the 
objectives and goals indicated, which in some cases might 
be broad in scope. In countries where such a policy had 
already been defined, but where there were no specific 
development plans, the policy would have to be re- 
examined when the first plan was worked out in order 
to ensure proper consistency between goals, resources and 
means of action. 


5. THE BALANCE BETWEEN SOCIAL AND ECONOMIC 
INVESTMENT 


37. One of the topics which aroused most discussion dur- 
ing the Seminar was the relative importance to be attri- 
buted, in short-term action, to social as against economic 
investment. 


38. Some participants expressed concern lest, as a result 
both of the influence of the ideas on which international 
aid programmes were based and of the greater ease of 
drawing up social projects, short-term action might over- 
emphasize such projects at the expense of investments 
that were essential to the elimination of bottlenecks in the 
development process and attaining a satisfactory and 
sustained rate of economic growth. 


39. However, it was pointed out that the new policy was 
aimed at redressing an imbalance in this respect that was 
in fact developing in Latin America, since sufficient 
funds were not forthcoming or were not mobilized for 
social investments to serve the needs of large sections of 
the population, and the virtue of the Alliance for Progress 
was precisely that it aimed at restoring the balance be- 
oe the two and helping to meet hitherto unsatisfied 
needs, 


40. A number of participants expressed the problem in 
different terms, pointing out that the two fields were 
closely related. While it is always possible to distinguish 
clearly the social and economic objectives, this is not so 
easy with respect to social and economic investment. 
Nevertheless, the Seminar recognized the need for prag- 
matic definitions of the social investment listed in the Act 
of Bogota, that guided the activities of the Social Progress 
Trust Fund administered under agreement by the Inter- 
American Development Bank. No substantial expansion in 


the provision of social services could be envisaged in the 
absence of an increase in the productive capacity of the 
industries that would have to provide the current and 
capital inputs that some of those services would require, 
and of measures to ensure continuous provision of the 


funds required to operate and maintain the services in 
the future, 


41. Thus there was general agreement on the need to 
attain a proper balance between the two aims; at the 
same time it was pointed out that no strictly technical 
standards were available for establishing an exact order 
of priority. Nevertheless, the requirements of practical 
action meant that rule-of-thumb methods must be used 
to estimate the total volume of funds needed, and how 
they should be allocated, in the light of the goals that 
each country desired to attain in the field of economic 
and social development. 


42. Various methods were suggested to meet this need. 
One consisted in estimating the volume of investment 
needed both to deal with emergency situations and to 
ensure a given rate of growth of the national income; if 
that amount were set against the funds normally avail- 
able, the difference would give an approximate idea of 
the funds available for social investments. A comparison 
of that sum with the objectives established in the social 
field would make it possible in turn to estimate the need 
for the mobilization of the additional funds, domestic or 
foreign, needed to ensure a desirable balance between 
the two types of investment. 


43. When it was suggested that such a method might 
imply that a lower priority was being accorded to social 
investment, the answer given was that the distinction was 
made for purely methodological purposes, since the essen- 
tial aim was to decide what were the objectives to be 
attained. It was also stated that, viewed in that light, the 
method had the additional effect of drawing attention 
to the extent to which aims of social improvement were 
dependent for their attainment on a substantial increase 
in domestic effort in conjunction with increased external 
aid. It was added that the domestic effort must involve 
the provision both of funds (through an increase in the 
rate of national savings and above all of tax revenue), 
and of other kinds of resources, In the second case care 
must be taken to ensure that the capital goods available 
for investment were not diverted into investments that 
might amount to forms of luxury consumption. Some 
participants went on to suggest that a high progressive 
tax on luxury building might provide both a means of 
freeing real resources that could be used for low-cost 
housing and a source of additional tax revenue. 


44. Apart from the general problem of the balanced 
allocation of resources, there was general agreement that 
experience in Latin America indicated that very ineffec- 
tive use was being made both of the existing capacity of 
the present social services in the fields of education, 
public health, housing, etc., and of the funds normally 
devoted to those purposes. Better designed services, more 
rational organizational patterns, greater administrative 
flexibility and more efficient organizational methods 
would all do much, without any great additional expendi- 
ture, to enable many more people to benefit from those 
services, and short-term plans should therefore include 
such improvements as fundamental features. 


45. With respect to the additional resources to be devoted 
to the provision of social services, it was regarded as 
essential, in addition to taking account of the aspects 
already referred to, to introduce economic rationality. 
Many participants suggested that in the field of social 
investment there should be special emphasis on those 
investments that, in addition to contributing to social 
improvement objectives, had a greater economic signifi- 
cance than other social investments. This requires that, in 
many cases, considerable attention be devoted not only 
to criteria for allocating resources by broad categories of 
social services, such as education, health, etc., but also to 
the type of projects that should have priority within each 
of these categories, It was commented also, however, that 
although this idea should represent an important principle 
in formulating a programme of social investment, it must 
be remembered that it was not always easy or possible 
to concentrate action in narrow sections of the vast social 
complex, since the result might be dislocations in the 
various factors that affected the solution as a whole. 


46. Consequently it was concluded that a certain balance 
must be maintained within the field of social investment 
itself, while underlining the fundamental principle that 
the improvement of living conditions was often directly 
related to investments traditionally regarded as strictly 
economic. That applied particularly to investments con- 
tributing to a better and more balanced diet for the popu- 
lation, an advance without which there would be no 
real hope of attaining substantial improvement in health 
patterns. 


47. While the Seminar was anxious to introduce criteria 
which would ensure a balance over the long term be- 
tween social and economical investment, and also within 
each of these types of investment, the contrasting view 
was stated that in some specific cases the question should 
perhaps not receive undue attention within the frame- 
work of a short-term plan. In some Latin American coun- 
tries which lagged far behind in the work of preparing 
economic investment projects and, at the same time, had 
idle funds, social investment financed with external assist- 
ance might be an important factor in reviving economic 
activity. 


48. In order to take account of all those factors which 
must guide action in the social field, it was argued that 
a modicum of instruction in planning techniques and 
basic economic concepts must be made available to experts 
entrusted with the formulation of social action pro- 
grammes and that planners should receive adequate train- 
ing in the aspects and technical requirements of those 
programmes. It was stated that international technical 
assistance would find a broad field of action there, and 
the hope was expressed that the Latin Amercian Institute 
for Economic and Social Planning, in considering its 
future programme of work, would give particular atten- 
tion to those problems, thus complementing the training 
programmes of other international institutions, 


6. MEANS OF EVALUATING TOTAL INVESTMENT 
= REQUIREMENTS 

49. While recognizing the methodological difficulties 

involved, the Seminar stressed that short-term plans should 

include an evaluation of total investment requirements. 
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50. That requirement was justified by several factors. 
To begin with, it was a basic tenet of the Alliance for 
Progress that the size of external aid depended largely 
upon the extent of the action taken by governments to 
achieve full mobilization of their internal resources. 
Hence, in evaluating short-term plans which countries 
wished to submit to international financial agencies for 
consideration, one of the basic criteria should be a com- 
parison of the external funds requested with the internal 
resources that could be mobilized, Such an assessment 
could only be made if the plans included an approximate 
evaluation of the total investment to be made. 


51. It was recognized that there were practical difficulties 
involved in determining the total amount of investment 
that should be included in a plan, since the problem was 
no longer simply one of mobilizing the same total amount 
of resources that had been mobilized in the past. The 
objectives of the Alliance for Progress required a greater 
domestic saving effort; depending on the magnitude of 
this domestic effort, greater foreign resources would 
be forthcoming also. Both from the point of view of each 
country and of the international financial co-operation 
agencies, there was need for at least an approximate 
calculation of the total resources with which those basic 
objectives could be brought closer to achievement. 


52. The point was made that the element of urgency 
should be reconciled with the time required for a rela- 
tively accurate operation of that kind. Nevertheless, the 
formulation of a very general diagnosis would be of 
assistance in evalutaing the investment requirements 
which would serve to overcome the major obstacles of 
the moment and to ease the most pressing social tensions. 
For its part, definition of the long-term objectives of social 
betterment, combined with a rough assessment of a sus- 
tained rate of expansion of the capacity of production, 
would make it possible to evaluate the investment made 
to achieve those objectives. 


53. It was suggested that a realistic evaluation of a pro- 
gramme should consider the status of the concrete invest- 
ment projects in preparation and of the plans to be 
formulated, as well as to give an estimate of the invest- 
ment proposals that are not yet ready, 


7. INTERNATIONAL FINANCIAL ASSISTANCE PROCEDURES 


54. The Seminar stated that, in the spirit of the Alliance 
for Progress, an attempt was being made to define a new 
method of action in Latin America imposing new obli- 
gations both with countries and on international agencies 
concerned with financing assistance. 


55. Reference was made to the fact that external financing 
institutions generally devote their financing to individual 
projects not immediately related to total investment re- 
quirements, with the disadvantages referred to in relation 
to several topics dealt with by the Seminar: However, 
two matters were noted in this connexion: (a) some of 
these institutions have long stressed the necessity of for- 
mulating and executing individual projects within the 
framework of sector programmes and of more general 
investment programmes, and have provided technical 
and financial aid for that purpose; (b) the earmarking 
of external financing for. specific projects, which. is likely 
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to continue, is not a matter of concern, but is largely a 
matter of accounting, so long as they are parts of more 
general programmes for which global commitments of 
long-term support can be made. The absence of pro- 
grammes which can elicit such support has largely been 
responsible for the seeming rigidity of the policies of 
external financing institutions; plans and programmes 
which follow the guide-lines of the Charter of Punta del 
Este are a prerequisite to obtaining the continuity and 
flexibility of global financing necessary to carry out a 
programme. 


56. It was stated that the financing of projects within 
the framework of a programme for which a commitment 
of global financing has been made would lead to a better 
distribution of funds, since each individual project would 
no longer be assessed solely on its own merits but as 
part of a group of co-ordinated or interdependent proj- 
ects. It was also pointed out that in that way the prepa- 
ration of projects in specific areas and sectors would be 
stimulated, since the existence of over-all resources com- 
mitted in principle to the financing of programmes would 
give strong impetus to private enterprise or to the dif- 
ferent agencies in national administrations. It was further 
noted that it could also lead to continuity and speed in 
the execution of the initiatives being carried out, as funds 
might be transferred from one project to another in each 
programme, always of course within the same over-all 
volume of resources, 


57. By way of illustrating the flexibility that it is possible 
to achieve in operations of that kind, a few specific pre- 
cedents of aggregate financing of national or regional 
plans or groups of projects within a specific sector were 
mentioned. Reference was made in particular to the con- 
sortium formed to contribute to the financing of India’s 
five-year development plan, to the flexibility in project and 
programme financing made possible by the Social 
Progress Trust Fund, and to the system of aggregate 
loans to development agencies being applied by the Inter- 
American Development Bank and the Internationa] Bank 
for Reconstruction and Development. 


58. It was recognized that one of the chief difficulties 
in Latin America in the near future would be the fact 
that adjustment to the procedure mentioned would require 
a broad measure of consistency and cohesion in the 
investment programmes and in the availability of do- 
mestic resources and a proper ratio between these and 
external resources. For that reason — and also because 
only a few countries had made adequate progress in the 
formulation of plans — it was felt that the change in 
financing procedures should be gradual and might require 
a transitional period consistent with the progress achieved 
in planning and administrative organization as well as 
with the improvement of the national and international 
financing agencies. 


99. Without prejudice to the continued allocation of re- 
sources to individual projects, it was hoped that aggregate 
and flexible financing operations could be applied to: (i) 
national short-term and long-term plans, which complied 
with the principles of the Punta del Este Charter and 
the essential technical requirements; (ii) regional plans 
envisaging action in different sectors, all of them aimed 


at overcoming the pressing problems of particularly back- 
ward areas; (iii) consistent sectoral plans or integrated 
groups of related projects. 


60. It was pointed out that the application of global 
flexible financing to the three types of plans mentioned 
above would necessarily remain subject to a detailed 
study of the total amount of financial resources required 
for their execution, to the proportion of internal and 
external resources, and to the adequate preparation of 
the projects included in these plans. 


61. In addition to these basic requirements, the following 
technical requirements for the application of ageregate 
and flexible financing were specified: (a) plans and 
programmes should consist of completed projects or of 
draft projects sufficiently advanced for a clear definition 
of their characteristics, their direct and indirect effects 
and their approximate cost; (b) projects and draft proj- 
ects included in a given programme should be consistent 
and correlated; (c) the administrative agency entrusted 
with the final preparation of the projection and the 
agency responsible for its execution should be indicated; 
(d) the programme should include a schedule covering 
the stages of preparation and execution of specific proj- 
ects; (e) the method of establishing an auditing service 
to control the use of the funds should be described. 


62. Reference was also made to the importance as an 
essential complement to the new procedures involved in 
external assistance, of the maximum degree of co-ordina- 
tion among the different international financial assistance 
agencies in Latin America. For their part, governments 
should make a greater effort to ensure better co-ordina- 
tion in the execution of plans, programmes and projects. 


8. THE PROBLEMS OF PREPARING AND EVALUATING 
SPECIFIC PROJECTS 


63. It was agreed that the lack of specific public and 
private investment projects was one of the many obstacles 
to immediate action being taken on the required scale 
and as promptly as necessary. In that connexion, it was 
pointed out that in formulating plans it was essential to 
have draft projects, in the sense of studies prepared with 
a sufficient technical background to enable a decision of 
economic character to be taken. On the other hand, in 
order to carry out the work as well as to cope at sub- 
sequent stages with problems of control and efficiency, 
the final project would have to be prepared in much 
ereater detail, for which the assistance of expert con- 
sultants was often required. 


64. Account was also taken of the desirability of inter- 
preting a project in a much broader sense than usual, 
adopting rather the notion of action units covering all 
essential elements of a project. Thus activities such as 
the following would be considered as projects: supervised 
credit, animal and vegetable sanitation programmes, seed 
multiplication, etc. In such cases, the proportion of ro- 
tating capital is generally much larger than that of fixed 
capital. Operational as well. as organizational and admin- 
istrative problems are also very important. 


65. With respect to the scarcity of projects, a number 


of factors responsible for the situation were enumerated, 
such as the difficulty of mobilizing human resources for 
the specific elaboration of the projects themselves, the 
shortage of national consultants and technicians in very 
specific problems, the lack of funds for preparing the rel- 
evant studies, the lack or poor quality of basic data, the 
inadequate knowledge of natural resources, and the prob- 
lems and cost involved in the use of foreign consultants. 
Uncertainty over the amount of domestic or external 
funds available for the execution stage was often another 
discouraging factor. 


66. Many of the participants felt that those problems 
could not be solved unless the State launched an active 
promotion campaign directed at both the public and 
private sectors. In this connexion the idea was discussed 
of creating national or regional agencies whose chief 
functions would be to give methodological guidance, es- 
tablish standards,® render advisory assistance of a tech- 
nical and economic character, and encourage the various 
specialized bodies whose regular work in the various min- 
istries or other autonomous institutions fell within the 
province concerned. In the actual preparation of projects 
the responsibility of those agencies would be confined to 
those fields of action in which the specialized institutions 
were particularly weak or non-existent. However, in view 
of the complexity of the many types of projects, the 
diversity of techniques, the variations in respect of scale 
of production or economic importance, the degree of 
accuracy of processing required, the differing structure 
or composition of capital, etc., a very high degree of 
centralization does not appear desirable. 


67. In a plan of this nature it is essential to ensure the 
mobility of the country’s technical resources, in accord- 
ance with the requirements of each study, in order to 
build up the various task forces which would deal with 
specific projects. In practice, formidable obstacles would 
be encountered in this aspect of the work, since it is a 
matter of shifting and regrouping technical personnel 
belonging to various government services, which might 
mean that changes must be introduced in the administra- 
tive norms in force. Stress was laid on the importance 
of close liaison between an organization for the promotion 
and co-ordination of projects such as that suggested and 
the administrative machinery of planning at the different 
levels at which it was introduced. 


68. In order to strengthen such efforts, the need to main- 
tain and increase international co-operation was reaf- 
firmed, particular importance being attached to pro- 
grammes for the training of personnel. Technical and 
financial advisory assistance to the promotion agencies 
and co-ordination of projects was another highly important 


channel along which the international co-operation under 


discussion might be directed. In the same connexion, an- 
other matter of interest mentioned was the possibility of 
access to the valuable experience that had gradually been 
accumulated by the international financing institutions. 


69. With reference to the high cost of preparing prelim- 
inary projects, emphasis was laid on the need for inter- 

® Other specific ideas expressed related to the use and distribu- 
tion of forms and outlines containing schematic models of project 
presentation in order to facilitate and reduce the cost of pro- 
ject elaboration. : 
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national institutions to make an increasingly adequate 
contribution to such expenditure. The hope was expressed 
that agencies which had made a start on the financing of 
this type of study would simplify their formalities and 
procedures so that the assistance granted could be made 
available more quickly. 


70. In that field the Latin American Institute for Eco- 
nomic and Social Planning could make a valuable contri- 
bution, which might take various forms, such as the 
inclusion in the Advisory Groups of specialists in the 
preparation of projects; the expansion of training pro- 
grammes and seminars; the answering of specific inquiries, 
etc. In general terms, the new institution might act as 
one of the centres for the divulgation and diffusion of 
Latin American experience in the preparation and formu- 
lation of projects. Furthermore, the OAS/ECLA/IDB 
Committee on Co-operation might also help in this respect 


through the joint missions and other activities of those 
bodies.? 


71. Besides the problems directly connected with the 
preparation of projects, the Seminar also considered those 
relating to criteria for project evaluation. It was noted 
that a distinction should be drawn between the various 
levels at which economic evaluation arose, since it might 
relate, for example, to the problem of priority in respect 
of the purpose for which the resources were earmarked, 
or again to the question of priorities between technical 
alternatives serving the same end. 


72. During the discussion of evaluation criteria, it was 
pointed out that many types of projects obviously had a 


high priority, Examples included investment contributing . 


to the full utilization of existing capacity, with the re- 
sultant definitive short-term increase in income; projects 
eliminating serious bottlenecks, especially in the energy 
and transport sectors; and projects which would provide 
employment on a large scale. To this same category should 
be assigned, with reference to the short term, other proj- 
ects ready to be put into execution which implied an 
expansion of exports or a saving in imports and, above 
all, those whose technologically optimum dimensions would 
be warranted by the existence of a common market. 


73. The evaluation methods to which the Seminar devoted 
particular attention included — apart from the well- 
known profit-cost estimates — the shadow prices method, 
and an ad hoc working group was asked to study the 
practical possibilities of its application.§ 


74. The general view was that, particularly in the case 
of investment with a high capital density, this method 
of evaluation constituted a valuable instrument, provided 
that it was handled with due caution, even though in 
some instances its application might not be feasible in the 
early stages of planning. Whenever it was used, it would 
be advisable to work with a range of probable values 
and check the results obtained by comparison with assess- 
ments made independently by other methods. In any 


” International co-operation might likewise be extremely useful 
in the domain of studies on industrial profiles, as well as in the 
preparation of directories of international consultants, in which 
due importance would be given to those of Latin Ameria itself. 


* See S. Chakravarty, The use of shadow prices in programme 
evaluation. 
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event, shadow prices would need to be estimated at the 
highest level of the planning office and with the co- 
operation of technical experts, and the values chosen 
would have to be applied equally to the various projects 
under consideration, with due regard to their whereabouts 
and to other special factors which might prove relevant. 


9, ADMINISTRATIVE ORGANIZATION FOR THE FORMULATION, 
EXECUTION AND SUPERVISION OF DEVELOPMENT PLANS 


75. In connexion with the agenda items relating to 
administrative organization for the formulation, execution 
and supervision of development plans, it was unanimously 
agreed that the greatest importance should be attached 
to establishing or strengthening administrative planning 
machinery in each individual country, The initial nucleus 
should be able to count on full top-level political backing, 
and should gradually become a permanent national 
planning system incorporated in and linked with the 
country’s public administration services as a whole. 


76. There was a consensus of opinion to the effect that 
as part of this planning machinery a central office should 
be set up to co-ordinate all action and give shape to 
development plans. It should be staffed by technical 
experts and briefed on questions of development policy 
by a planning council, with a limited number of members, 
which should enjoy the benefit, as far as possible, of the 
participation or the influence of the President of the 
Republic himself, or of the Prime Minister. 


77. With the experience of the various Latin American 
countries in view, it was suggested that the place of the 
central planning agency should be at the highest level, 
preferably under the Office of the President, that it should 
maintain appropriate links with Parliament or with 
Congress, or with the Prime Ministry, and that it should 
include representatives of the private sector. Needless to 
say, all such requisites would have to be duly adapted 
to local conditions and to the patterns of the particular 
country’s institutional organizations. 


78. Although various points of view were expressed, it 
was generally agreed that the planning agencies should 
enjoy great political and administrative independence, so 
that their studies and programmes — in conformity, of 
course, with the basic principles of the development policy 
approved by the Government — might be prepared on 
sound technical lines. It was considered that administra- 
tive independence should be understood to include the 
availability of resources and facilities for the recruitment 
of personnel, the determination of staff salaries and pro- 
motions, and other similar matters. 


79. The participants agreed that every possible effort 
should be made not to overburden the planning agencies 
with purely administrative or merely incidental tasks, 
so that the technical staff might concentrate their efforts 
on the requisite studies and research. It was also felt that 
everything possible should be done to ensure proper co- 
ordination of the activities of government statistical 


offices, under the general guidance of the planning 
agencies. 


80. The importance of assigning an active share in the 


planning process to the various ministries and to their 
executive departments was emphasized. In this connexion, 
the progressive establishment of planning offices in the 
ministries and decentralized public bodies, as well as of 
project offices in the executing agencies, was advocated. 
All such offices should be co-ordinated and closely linked 
to the central agency. 


81. The participants pointed out the desirability of estab- 
lishing, whenever appropriate, according to the charac- 
teristics of the countries, planning agencies of the various 
geographical areas or administrative divisions, also incor- 
porated in the over-all planning institution, which would 
ordinarily be more concerned with long-term planning. 


82. The participants agreed that the adoption of planning 
systems would imply radical changes in the structure and 
operational methods of public administration, and that 
to meet those needs, adequate and timely administrative 
reforms should be introduced together with new modes 
of operation in the legislative organs, so as not to weaken 
the plans. The existing ministerial machinery is not usually 
endowed with the instruments required to make planning 
effective at all the levels at which it is needed. 


83. On a broader plane, the participants expressed con- 
cern at the lack of co-ordination in economic policy and 
the makeshift fashion in which it was changed, often in 
response to purely adventitious problems. Emphasis was 
laid on the need for the planning system to be organized 
in such a way as to give cohesion to the decisions adopted 
by the authorities in the various fields of economic and 
social policy. To that end, it was essential not only that 
long-term objectives should have been defined with pre- 
cision, but also that the planning system should include 
a unit responsible for analysing the current situation and 
future prospects of the economy. The planning effort and 
its results should be constantly reviewed. 


10. THE ROLE OF PUBLIC INVESTMENT BUDGETS 


84. Public investment programmes in short-term plans 
are essential instruments for the removal of the obstacles 
hindering adjustment of the composition and structure of 
public investment to the requirements of economic de- 
velopment. They should also embody the whole group of 
targets to be attained by the public sector under the over- 
all short-term economic and social development plan, and 
the priorities to be assigned to the respective investment 
items, 


85. The public investment budget crystallizing the invest- 
ment programme ought to contain not only the projects 
to be financed with the additional external resources, but 
also all the projects in course of execution by the public 
sector. The latter should include those activities which, 
although they could not be classified strictly as capital 
formation, were related to others that exerted great in- 
fluence on the development of sectors of production and 
on the provision of social services. 


86. It was thought desirable that the budget should be 
consolidated, i.e. it should cover not only central govern- 
ment agencies but decentralized public institutions and 
local or provincial authorities. It was noted, however, 
that the latter should be incorporated gradually, since 


there were legal limitations and in many cases the lack 
of planning experience at those administrative levels 
might undermine the very idea of the necessity of planning 
because of the mistakes perpetrated. 


87. Special attention was devoted to the current financing 
system of public institutions, which were often charac- 
terized by the proliferation of funds earmarked for 
specific purposes. That was a serious obstacle to the short- 
term adjustment of the structure of public investment to 
the requirements of development, Over-decentralized and 
completely unco-ordinated administrative organization 
was likewise singled out as another handicap, especially 
when there were great differences in the operational ca- 
pacity of the individual executing bodies, or when the 
plans carried out were dependent on annual allocations 
that were too small to meet the needs deriving from the 
progress of the projects, or, lastly, when relatively sub- 
stantial funds were already earmarked for projects under 
way. 


88. Furthermore, attention was called to the desirability 
of formulating minimum investment programmes for each 
institution, based on funds that could be absolutely 
counted upon, as well as alternative programmes which 
called for more substantial resources and which might 
therefore be undertaken if there were unforeseen increases 
in internal or external income. 


89. Lastly, it was agreed that short-term public invest- 
ment programmes should be integrated with the regular 
national budgets, Stress was laid on the importance of 
close co-ordination between the budget offices and the 
central planning offices. Over the short term in particular, 
it was considered absolutely essential to make maximum 
use of the experience of the budget offices in the field of 
economic and administrative co-ordination. The view was 
expressed, however, that the central planning agency, be- 
cause of the way it had to combine and integrate the 
financial with the physical and human resources involved 
in the plan, was, in the last analysis, best fitted to adopt 
decisions in that field. 


11. INTERNATIONAL TECHNICAL ASSISTANCE REQUIREMENTS 


90. Short-term action and the introduction or strengthen- 
ing of national planning machinery would give rise to 
increased needs in the way of international technical as- 
sistance. In addition to the initial work of organizing the 
planning machinery and preparing over-all plans, there 
would also be the task of undertaking sectoral pro- 
grammes, investment projects, administrative reforms, 
surveys of natural resources, changes in fiscal policy, and 
other activities. 


91. The Seminar recognized that the needs of the Govern- 
ments in this field would probably be much in excess of 
what international bodies could provide, in view, inter 
alia, of the great shortage of competent and experienced 
staff in the planning field and the terms that would have 
to be offered to such staff because of the responsibility 
attaching to the type of advice they would be asked to 
give. 


92. This shortage of technical staff in relation to the work 
to be done calls for greater efficiency and better co-ordina- 
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tion in the task of increasing the rate at which staff are 
trained, on the part of the international organizations. It 
was agreed that the Latin American Institute for Economic 
and Social Planning would have an important part to play 
in that connexion, but that as the task involved was so 
vast, the co-operation of other bodies would certainly be 
needed in order to avoid duplication of effort. 


93. It was pointed out that the co-ordination of effort in 
the field of technical assistance should be at the country 
level, as well as at the level of the international organiza- 
tions. The Seminar noted certain recent instances in which 
the co-ordination of all the technical assistance received 
by a country had been entrusted to the planning agency 
itself. Such co-ordination, in addition to making possible 
more effective use of international technical assistance, 
should be directed towards the important aim of endeav- 
ouring, whatever the effort involved, to make the maximum 
use of the trained staff who all too often were to be found 
in the country itself but who were not always given the 
right opportunities. 


94. With respect to the methods of work of international 
experts and advisory missions, it was pointed out that 
such work could be more effective if the central aim was 
regarded as being the training of local staff. In that way 
the activities of those missions and experts would become 
part of the process of technical training which, developing 
from that starting point, could provide the country with a 
permanent technical team. 


95. Lastly, the representatives of various international and 
governmental organizations reported on the increased 
technical and financial resources they were placing at the 
disposal of the Latin American countries, both through 
the United Nations and other international and regional 
organizations and through the Governments of the United 
States and certain European countries. It was pointed out 
that the increased availability of fellowships, travel grants 
and other facilities provided by those organizations were 
furnishing new training opportunities for Latin American 
professional and technical workers. 


12. CoNCLUDING OBSERVATIONS 


96. The foregoing summary of the main points discussed 
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at the Seminar shows, on the one hand, the complex nature 
of the subject of planning, both long-term and short-term, 
and on the other hand, the need to improve machinery 
and methods so that the countries of Latin America, which 
since the Economic Conference of Punta del Este have 
been committed both morally and materially to unite their 
efforts to increase the pace of their economic and social 
development, can proceed immediately to apply the meas- 
ures there agreed on. These must include providing the 
initial impulse for the mobilization of the domestic and 
foreign resources required to attain the objectives en- 
visaged. 


97. As the foregoing sections of the present report show, 
the experts who took part in the Seminar furnished a 
valuable body of consistent ideas, concepts, methods and 
procedures appropriate to the urgent need for initial or 
short-term plans to be worked out within the framework 
of an economic and social policy with far-reaching objec- 
tives, 


98. Although there are or may be difficulties in all coun- 
tries in proceeding with planning and the activities ancil- 
lary to it, the guidance provided by the Seminar may help 
in particular the officials and departments responsible for 
carrying out these activities to overcome the difficulties 
and to undertake the practical measures that are needed 
immediately. 


99. The Seminar made it clear that in view of the political 
and social problems and tensions confronting Latin Amer- 
ica, as a result of the low level of economic development 
attained in the region and the inequalities in the distri- 
bution process, it is the duty of the technical experts to 
provide national authorities and political leaders with the 
means and techniques for economic and social develop- 
ment programming within the framework of the democratic 
institutions of the Western Hemisphere. It is, of course, 
essential that in addition to the use of the proper tech- 
niques and methods, countries formulate, or if necessary 
review, their policies of economic development and social 
progress to bring them into line with the objectives unani- 
mously adopted at Punta del Este, at the same time mak- 
ing use of the new concepts and formulae of international 
co-operation. 
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Annex IT 


AGENDA 


I. Basic approach to short-term action 


1. What should be the nature of short-term action 
(a) The present approach; possible risks 
(b) Necessity for basing short-term action on: 
(i) An investment programme covering all internal 
and external resources; and 
(ii) Basic definitions of economic policy and structural 
reforms. 


2. Requirements implicit in short-term action 


(a) Identification of the main problems impeding develop- 
ment or aggravating social tensions; 

(b) Distribution of resources in the light of long-term 
objectives; 


Problem: how to combine rapid action with the need 
to establish definitions; 

(c) Creation or bringing to completion of the institutional 
organization for the formulation and execution of 
plans. 

3. External requirements 


(a) Methods of financing; 
(b) International technical assistance. 


4. Economic and social projects in a short-term plan 
IL. Content and methodology of short-term plans 


ib General frame of reference as a guide to planning. 
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(a) Identification of the principal economic problems (bot- 
tlenecks, idle capacity, unemployment, poor use of 
natural resources, external or fiscal disequilibria, wast- 
age of resources, etc.) ; 

(b) Description of the living conditions of the population 
(food, housing and related services, health, education, 
etc.) ; 

(c) Identification of the main causes of social ills (general 
and specific causes) ; 

(d) Definition of long-term aims for improving living con- 
ditions and their economic implications; 

(e) Evaluation of total short-term investment requirements. 


2. The investment programme 


(a) Inventory of public investment projects under way and 
projects or draft projects under study or in prepara- 
tion; 

(b) Private investment projects under way that are of 
significance for development purposes, and projects or 
draft projects under study; 

(c) Series of projects to be included in a short-term plan 
and their justification; 

(d) Evaluation of the feasibility of the projects selected; 

(e)- Identification of activities in which the shortage of 
specific projects is particularly serious. 

3. The economic policy programme 

(a) Determination of the basic outlook and primary objec- 
tives of short-term economic policy; 

(i) Identification of the main spheres of action for 
short-term economic policy (unemployment, stag- 
nation, inflation, external, fiscal and regional 
disequilibria, etc.) ; 

(ii) Evaluation of the most appropriate short-term 
instruments of economic policy for use in any 
given case (fiscal, monetary, exchange, wage 
policy, etc.) ; 

(iii) Compatibility of short-term measures with the 
fundamental aims of economic and social develop- 
ment (e.g. stabilization, public works, exchange 
policy, etc.). 

(b) Immediate measures in the different fields of economic 
policy 

(i) General measures relating to the vital short-term 
objectives;: 

(ii) Specific measures required to ensure the imple- 
mentation and subsequent functioning of the 
investments projects included in the investment 
programme; 

(iii) Examination of the policy of the principal execu- 
tive and regulatory agencies of the State with 
respect to the present outlook and the modifica- 
tions that are both necessary and feasible; 

(iv) Planning or implementation — as appropriate — 
of structural reforms: agrarian, tax, educational, 
social security. 


(c) Problems presented by the new types of external as- 
sistance 
(i) Implications of blanket external financing of 
short-term projects and plans; 
(ii) Implications of external financing of social proj- 


ects (in which the import element is relatively 
small) ; 


(iii) Additional external financing in relation to the 
volume and structure of the external debt. 


III. Preparation and execution of plans: problems, organization 
and administrative machinery 


1. Administrative organization for the formulation, execution 
and supervision of plans 


(a) The need for an institutional planning system 


(i) Need for the planning to be a permanent process ; 
(ii) Information and study machinery; 
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(iii) Participation of the administration as a whole in 
the planning process; 
(iv) Training of technical staff. 


(b) How the planning system can be introduced gradually 


(i) High-level organ for the formulation of develop- 
ment policy; 
(ii) Technical organ for central planning; 
(iii) Departmental offices for sectoral programming; 
(iv) Regional planning bodies. 


(c) How the instruments and organization for the execution 
of plans can be improved 


(i) Improving the budgetary, tax and banking ma- 
chinery ; 

(ii) Machinery for executive co-ordination; 

(iii) Improving public administration organization and 
procedures; 

(iv) Establishing systems for verifying the results of 
plans. 


2. Role of public investment machinery 
(a) Analysis of the public sector 


(i) Evaluation of the composition of public invest- 
ment; é 

(ii) Difficulties in the way of increasing or changing 
the composition of public investment (commit- 
ments for the completion of projects, piecemeal 
plans, institutional organization and financing 
systems, operational capacity, etc.) ; 

(iii) Policy, objectives, plans and projects of the 
executing agencies. 


(b) Criteria governing the allocation of resources 


(i) Criteria deriving from the general development 
programme; 

(ii) Criteria deriving from the special analysis of the 
public investment system (maintenance, comple- 
tion of works in progress, inclusion of new proj- 
ects, supplementary projects, capacity to execute 
projects, etc.). Investment required to increase 
the efficiency of the investment system. 


(c) Machinery for formulation of the programme 


(i) Financial programme (allocation of resources by 
units, directives to be complied with) ; 
(ii) Programme of action and projects. 


3. Problems relating to the preparation of specific investment 
projects 


(a) Function of the projects in development programming 
(b) Some aspects relating to the study of the projects 


(i) Social and economic projects; 

(ii) The concept of preparation, presentation and 
evaluation; 

(iii) Problems of evaluation; 

(iv) Qualitative and quantitative differences in the 
study and execution of projects. Effects on finan- 
cial and staff requirements and on the programme 
as a whole; 

(v) Identification of possible new projects; 

(vi) Public and private projects. 


(c) Organization for the study of projects 


(i) Promotion needs; identification of the causes of 
existing shortcomings; 

(ii) Constituents of and design for an effective struc- 
ture for the promotion and execution of projects. 


(d) International co-operation 


IV. International technical and financial assistance in the formu- 
lation of programmes and projects 


CONFERENCE ON EDUCATION AND ECONOMIC AND SOCIAL DEVELOPMENT 
IN LATIN AMERICA 


Under the joint sponsorship of the United Nations Educa- 
tional, Scientific and Cultural Organization, the Economic 
Commission for Latin America and the Organization of 
American States, with the participation of the Interna- 
tional Labour Organization and the United Nations Food 
and Agriculture Organization, a Conference on Education 
and Economic and Social Development in Latin America! 
was held at Santiago, Chile, from 5 to 19 March 1962. It 
was a meeting of unusual importance, not only on account 
of the vital significance of the topics dealt with — in 
brief: the extension and improvement of all branches and 
levels of education as a contribution to economic and 
social development; the integration of educational plan- 
ning with economic and social planning; and the requisite 
international co-operation for the attainment of these 
objectives — but also by virtue of the calibre and number 
of the participants. 

Delegations were sent to the Conference by Argentina, 
Bolivia, Brazil, Canada, Chile, Colombia, Costa Rica, 
Cuba, Ecuador, El Salvador, France, Guatemala, Haiti, 
Honduras, Mexico, the Netherlands, Nicaragua, Panama, 
Paraguay, Peru, the United Kingdom, the United States 
of America, Uruguay and Venezuela, and observers by 
British Honduras (Belize), the Federal Republic of Ger- 
many, the Holy See, Israel, Italy, Nigeria, Spain, Sweden, 
Turkey, the Union of Soviet Socialist Republics and Yu- 
goslavia. In addition to the sponsoring agencies, other 
bodies represented at the Conference were the Interna- 
tional Bank for Reconstruction and Development, the 
World Health Organization, the World Meteorological 
Organization, the United Nations Children’s Fund, the 
Technical Assistance Board, the United Nations Special 
Fund, the International Bureau of Education, the Ibero- 
American Bureau of Education, the Inter-American De- 
velopment Bank and many non-governmental organiza- 
tions of various kinds. 


1 Similar conferences were held, at UNESCO's invitation, by 
the Asian countries at Karachi (1960) and by the countries of 
tropical Africa at Addis Ababa (1961). At both these conferences 
twenty-year plans were approved for the development of education 
in the regions concerned. 


_ The Chairman of the Conference was Mr. Patricio 
Barros Alemparte, Minister of Education of Chile, while 
Mr, Jaime Torres Bodet, Secretary of Education of the 
United Mexican States, and Mr. Luis R. McKay, Minister 
of Education of Argentina, acted as Vice-Chairmen, and 
Mr. Agustin Nieto Caballero, of Colombia, as Rapporteur. 
Mr. Oscar Vera, Co-ordinator of the UNESCO Major 
Project, was appointed Technical Director of the Confe- 
rence, and Mr. José Medina Echavarria (ECLA), Mr. 
Marshall Wolfe (Bureau of Social Affairs of the United 
Nations), Mr. Juan Marin (OAS), Mr. Paul Cassan 
(BLO), and Mr. D.C. Kimmel (FAO) served in the capa- 
city of Technical Advisers. The duties of secretary of the 
Conference were discharged by Mr. Julio Valdés, Secretary 
of ECLA. 

The contribution to the Conference made by the secre- 
tariat of the Economic Commission for Latin America 
included not only the personal co-operation of many of its 
staff and the services and material facilities lent, but also 
several background documents on financing and costs, eco- 
nomic development and demographic, economic and 
social statistics. One of these papers is reproduced in the 
present issue of the Bulletin.” 

In view of the importance of the Conference for Latin 
America and the indubitable interest attaching to its pro- 
ceedings, the “General introduction” to the Report,’ 
drafted by Mr. José Medina Echavarria, Deputy Director 
of the Social Affairs Division of ECLA and Technical 
Adviser at the Conference, is presented below, together 
with the so-called “Declaration of Santiago” — an 
important agreement on internal and external resources 
for the development of education in Latin America, in 
which the States signatories of the Charter of Punta del 
Este set up specific targets in this field in relation to the 
“Alliance for Progress’ Programme — and all the con- 
clusions and recommendations adopted. 


2 See below, “Economic development and education in Latin 
America”, a document prepared by the Economic Development 
and Research Division of ECLA. 

® UNESCO/ED/CEDES/37 and _ Add.1-3/Rev.1; ST/ECLA/ 
CONF.10/L.37 and Add.1-3/Rev.1; PAU/SEC/37 and Add.1-3/ 
Rey.1 (31 March 1962). 


GENERAL INTRODUCTION* 


1. THE ROLE OF EDUCATION IN MODERN 
INDUSTRIAL SOCIETIES 


Failure to take into consideration the fact that the rela- 
tionship between education, on the one hand, and the 
economy and society, on the other, is nowadays a problem 
of equal concern to every country, irrespective of its stage 
of development, would be proof of a serious lack of per- 


__ * UNESCO/ED/CEDES/37/Rev.1, op, cit., pp. 13-26. Repro- 
duced in UNESCO, Proyecto Principal para la Extension y Mejo- 
ramiento de la Educacién en América Latina, Boletin trimestral, 
No. 14, Santiago, April-June 1962, pp. 55-65. 


spective. What is more, the more mature industrial socie- 
ties are precisely those which have shown an eminently 
acute awareness of this relationship to a degree unpre- 
cedented in the past, 

It is the more industrial societies which today consider 
that a full realization and appreciation of the connexion 
between education, the state of the economy and the social 
structure is an extremely vital problem. It may seem 
incongruous that the problem should be appreciated with 
such perspicacity by societies which, at their present nave 
of historical development, appear to have lost sight of th 
idea of progress which inspired them throughout the 19th 
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century. Nevertheless, regardless of whether the driving 
force of the time-honoured idea of progress still persists 
or whether little, if anything, remains of it, man in modern 
industrial society has not lost interest in shaping his 
future and it is that interest which has caused him to 
appreciate the basic importance of education in the highly 
advanced societies in which he lives. 

While this is not the place to delve into all the reasons 
for the awareness shown by the more developed industrial 
societies, the basic factors which have inspired it should 
be brought out, albeit in very broad outline. 

In the first place, there is the existing general egali- 
tarian trend which dominates the structure of these so- 
cieties. The “basic democratization” which pervades them 
has led to an extraordinary increase in educational re- 
quirements at each and every level, particularly in secon- 
dary and higher education. In fact, secondary education 
available to all is an ideal which has practically become 
a reality in this type of society, and the hope that this will 
also be the case for higher education is latent or openly 
expressed. 

The second point is the fact that the fully mature 
industrial societies of today must not only maintain but 
expand — carried along by their own dynamism — their 
present productive capacity, however high it may appear 
to be in relative terms. In the wealthier societies — or 
those about to attain that status — the instrument by 
which this productive capacity is maintained and ex- 
panded is precisely the steadily rising level of education 
of all their citizens. It is therefore hardly surprising that, 
given the unequal balance of power in the modern world 
— which is just as great as the unequal balance attribut- 
able to differences in economic and military potential — 
the volume and quality of education should create inequal- 
ities as between the different countries. 

The third element in this sense of awareness which we 
all feel in one way or another is the fact — extremely 
subtle in its consequences — that life in general is be- 
coming technologically more complicated every day. The 
presence of modern technology — and thus of its under- 
lying scientific bases — is apparent everywhere in every 
manifestation of human activity, But leaving aside a few 
general repercussions of this technological process and of 
the “parascientific” or “pre-scientific” form which it ac- 
cordingly takes, it should be pointed out that adaptation 
to what this technological process represents is naturally 
more intensive in every phase of the modern productive 
process — not confined to industry alone — and that it 
is reflected mainly in growing occupational specialization 
which not only necessitates an equivalent level of technical 
training in education but, conversely and however para- 


doxical it may seem, also makes it essential to have- 


persons with an extraordinarily flexible general techno- 
logical outlook. 


2. THE ROLE OF EDUCATION IN DEVELOPING SOCIETIES 


If the more mature industrial societies are nowadays 
showing obvious and increasingly frequent signs of their 
awareness of the basic relationship between the educa- 
tional system, the economy and the social structure, it 
‘stands to reason and is in fact self-evident that developing 
countries must be still more keenly and intensely alive to 
it, although naturally this manifests itself in peculiarly 
characteristic ways. It is observable in all the countries 
that are striving to speed up their development, but the 
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forms it takes inevitably differ widely depending on the 
stage that the countries in question have reached. 

Thus, when the Latin American countries examine 
their own case, it is not so much their stage of develop- 
ment that matters in this connexion as the fact that they 
all have educational traditions and systems dating back 
hundreds of years. Consequently, they are not in the same 
position as countries in other continents which, since they 
start from scratch, can import the streamlined educational 
procedures offered as models by the more advanced coun- 
tries. 


(a) Education as a factor in development 


The significance that the relationship of education with 
economic development assumes in countries like those of 
Latin America is therefore very close at times to that 
previously ascribed to it in connexion with the more 
mature industrial societies. For developing countries, the 
role of education is not to maintain unimpaired what they 
have already achieved in respect of their economic and 
social structures, but to act as a possible, and in some 
cases a decisive, factor of economic development itself. 
However, the analysis of education as a factor in develop- 
ment entails an exploration of all the intricacies and 
ramifications of this aspect of the subject, which can only 
be indicated in broad outline here. 

It is a commonplace nowadays that education is a form 
of investment. This is a revolutionary observation, since 
it is tantamount to saying that education as an input is of 
exactly the same nature as other types of investment, i.e., 
economic investment proper. This does not mean that the 
concept of education as productive investment no longer 
raises any difficulties, for if on occasion it is possible to 
forecast with a fair degree of accuracy the personal or 
social yield of investment in education, it is equally true 
that in other instances its effects spread out over a period 
of time and assume almost unpredictable guises. 

(i) Education as investment. Nevertheless, the recogni- 
tion that education is or may be a form of investment in 
relation to economic development has crystallized in the 
clear perception of two vitally important points. The first, 
as will be seen later, is the need to reckon with the special 
character of such investment as compared with all other 
forms of investment under development plans. The second 
has found expression in the promotion of accurate study 
or analysis of the costs of education, both in the aggregate 
and in its several branches, in order to measure their 
significance in relation to the more or less limited re- 
sources available at any given moment. The aim, more- 
over, is not only to analyse these costs from the standpoint 
of financing; it is still more important, for the purpose 
of reducing them where possible, to make a thorough study 
of the efficiency of a given educational system, since it 
may often happen that the problem is not so much how 
to obtain additional resources as how to avoid the waste 
that any sort of inefficiency invariably entails. 

(ii) Education and the demand for professional cadres. 
The second phase in any study of education as a factor of 
economic development consists in closely relating the 
analysis of educational requirements to the pressing needs 
deriving from the structure of employment that is likely 
to emerge, given specific development prospects. 

Economic development implies the existence of a sys- 
tem of technical jobs, corresponding to each successive 
expansion that takes place, which are essential in an econ- 


omy that is becoming increasingly complex and special- 
ized. But it is these cadres of technicians — ranging from 
those with the most modest pretensions to those with the 
most advanced degree of intellectual training — that 
create a demand which society requires education to 
satisfy within a specific period. Education will be the 
source of a supply matching this demand. And the ways 
and means of ensuring the “supply” in question must be 
determined by accurate projections of the structures of 
employment which will be indispensable at the successive 
stages of future development. 

(iii) Education in relation to other investment. But 
perhaps the most decisive result of this new awareness 
that education is one of the determinants of economic 
development — this acceptance of education, in other 
words, as the efficient utilization of human resources and 
as an investment whose yield can be measured with vary- 
ing degrees of accuracy — has been the ground daily 
gained by the idea of planning. Admittedly, this idea is 
as yet only in the bud, but it has two implications that 
have been clearly grasped: on the one hand, education 
must be a part of every over-all development plan from 
the very outset; but, on the other, it is no less important 
that such planning should be rigorously applied in the 
internal organization of educational systems, that is, with- 
in education itself. In other words, two needs are re- 
cognized everywhere today: the need for educational 
planning and the need to integrate it with over-all eco- 
nomic planning. The technical procedures which such 
problems entail are far from simple, and cannot yet be 
regarded as finally established, but they constitute the 
immediate challenge offered by present conditions to the 
contemporary mind. 


(b) Education as an instrument of social reform 


However, it would be shamefully one-sided in consider- 
ing the relationship between education and economic and 
social development to take into account only the foregoing 
aspect of education, which might be, and nowadays is, 
termed the “economics of education”; for while the edu- 
cational process is a more or less decisive factor in the 
success of economic development, it is also one and, in 
the view of many, the most important instrument for 
effecting the reform of the social structure which must 
inevitably accompany all economic progress. 

(i) Education as an instrument of selection and social 
mobility. Here also the problems arising are too new and 
pressing to be easily tackled. In the first place, education 
serves as an apparatus for screening or social selection, 
through which the talents existing in a society at a given 
moment are filtered and drawn off into those positions 
where they can develop to the maximum effect. And such 
a process of selection, the social repercussions of which 
are considerable, can of course only be based on the intel- 
lectual abilities of the individual members of the commu- 
nity, whether they are measured by strict reference to 
intelligence quotients, or whether by some means or other 
the entire “personality” is taken into account. 

But the mere fact that the only possible criteria for this 
process of selection through education are merit and 
ability brings it into conflict, whether we like it or not, 
with the more or less rigid traditional selective processes 
that have determined the patterns of social stratification 
peculiar to any given society. Thus the educational process 
of selection on the basis of merit breaks through the tra- 


ditional strata and paves the way for rapid and dynamic 
social mobility. 

Needless to say, however, the problems arising in con- 
nexion with the selection function of education are by no 
means solved, even in the more mature societies, and the 
findings of contemporary research are sometimes contra- 
dictory in this respect. It is not invariably sheer intellectual 
capacity that is found to be in exact correlation with the 
positions of the greatest responsibility and highest social 
status; it is not always easy to separate individual ability 
from the by-products of other manifestly social influences; 
nor is it always a simple matter to foresee subsequent 
sociological influences capable of determining the effective 
yield of intellectual capacity, especially in the utilization 
of the most highly-skilled human resources. Such questions 
are engaging the attention of the most advanced industrial 
societies today, and are being analysed with the greatest 
care. Naturally, they are even more difficult in the case 
of the developing countries striving to explore this field. 

Even so, this is not the last word on the relationship 
between education and social stratification and mobility; 
for when educational systems become in practice instru- 
ments for the selection of talent — the sociology of talent, 
as the current phrase goes — they also inevitably become 
a mechanism of the upward social mobility to which the 
individual aspires, and which his family often encourages, 
even if only for the most mediocre of practical and 
interested motives. 

But such tasks, and in particular education as an instru- 
ment for upward social mobility, are innovations, imposed 
by the times in which we live, that are suddenly added to 
the educator’s traditional work, and that consequently 
confront the school, and perhaps education at all levels, 
with requirements that may be contradictory, or at least 
require action with which the school, given its systems 
and traditions, was not and still is not equipped to cope. 
As some have maintained, in more mature industrial 
societies such problems may be merely temporary, but in 
developing societies this transition overlaps with the actual 
process of growth. 

(ii) Education as an instrument of technical progress. 
Nor should it be overlooked that in the modern world 
education as a means of social change necessarily implies 
yet another task in addition to the previous functions: it 
must serve at all levels as a stimulus to the ineluctable 
technological progress. 

The task of encouraging technical progress that con- 
fronts education has two facets. On the one hand, the 
educational process, from its first beginning up to the 
most advanced and costly levels of scientific research, 
should encourage inventiveness; in other words, it should 
create a psychological receptivity to the technical climate 
of our age. On the other hand, the education of today 
should not only attempt to stimulate inventiveness but 
should also serve as an instrument for the adaptation of 
technology where such inventiveness is not impossible, or 
is not superfluous because it already exists. 

There is no need to stress the well-known fact that this 
work of adapting to one community technical procedures 
that have originated in another community both geo- 
graphically and socially far removed from the first is 
perhaps the essential problem in the technical field facing 
the countries that are still lagging behind in economic 
development. Oe 

But while education needs to stimulate inventiveness 
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and facilitate the necessary adaptations, it is just as true 
that nowadays it must also apply this same technical 
progress to itself, that is, to the educational process, or to 
put it in another way, to the extent that education makes 
use of is own techniques. 

The assimilation of the increasing progress in many 
fields — as yet less marked in others — of mechanical 
techniques of the most varied kinds for the purpose of 
facilitating and accelerating forms of apprenticeship is 
very obvious in developing societies. It is precisely for 
such societies, more so than for those that have attained 
full maturity, that it is a matter of life and death that 
their educational services should function at maximum 
efficiency. Consequently, they are obliged to leap ahead 
and for this purpose to use all tried methods of expediting 
the assimilation of culture. 


(c) The human components as the mainstay-of education 


The final factor in the role played by education in eco- 
nomic growth and social development is the human com- 
ponent. Although sharing a common humanity, these 
human elements cover a range of diverse personalities: 
the pupils and the educators, belonging to different gene- 
rations. Together they form a unique structure,. 

The problems inherent in the “pupil” element are too 
complicated to deal with, and so a brief reference will be 
made only to the problems relating to the complementary 
figure, the “educator”. 

It is impossible to understand the problems that educa- 
tion raises as a development factor unless the social aspects 
that encompass the contemporary educator are studied 
and taken into account. 

(i) The teaching staff and the new social pressures. In 
the first place it should be noted that the educator, i.e. 
the teacher at all educational levels, is now subject to 
social pressures which he must accept without always 
having the technical and psychological training needed to 
deal with them. The classic example of this contemporary 
contradiction is the one previously mentioned between the 
traditional functions of education and the new functions 
imposed on it by society, which makes the school a deli- 
cate instrument of selection and upward social mobility. 
But this is merely one facet among many others of a 
similar nature. 

(ii) The ideals of the teacher and the new society. In 
the second place, when the role of education in economic 
development is discussed, one basic fact is sometimes over- 
looked, namely, the structure that a given society may 
assume as a result of that development, It is undeniable 
that there are common features in all the industrial socie- 
ties at the same level of maturity, but this does not 
prevent them from presenting, either now or in the future, 
very important differences in certain key sectors. 

What is of interest here is something that might be 
termed the outline of the ideals of the teaching profession 
— and educational ideals in general — vis-d-vis the new 
society, that is, the society of the future. And that image 
and those ideals can only take shape if a clear reply is 
forthcoming to these two questions: (a) what type of 
society education is to envisage, and (b) what type of 
human being, as a future member of that society, educa- 
tion is to mould. To put it in another way, for the edu- 
cator, the so-called economic development process is a 
matter of complete indifference; what is important to him 
and should interest him most is the final outcome of that 
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process, namely, the type of social structure in which it is 
ultimately crystallized, or, in other words, the patterns of 
living that are feasible within the society concerned. 

(iii) Selection and status of the teaching body. If the 
educator is the human cornerstone of education as a 
factor of economic development and social reform, he is 
in turn a reflection and a product of those same changes. 
In other words, there is a sociology of the educator which 
is linked to the sociology of social reform, and which 
involves decidedly difficult questions that often tend to 
arise and even to be dealt with automatically. 

To begin with, there is the problem of the selection of 
the teaching body, which is often effected in very different 
ways — at all stages of education — according to the 
phase of development through which a given society is 
passing. This selection, often, as it were, mechanically 
made, is nevertheless the initial and at the same time the 
fundamental problem, since upon it depends the subse- 
quent efficiency of educational systems. The different 
types of teachers are affected, according to the groups 
from which they are drawn, by subtle influences which 
emanate from the social structure, and of which as 
thorough a knowledge as possible must be obtained. It is 
therefore a problem of equal concern to all countries, and 
with such complicated ramifications that it is impossible 
even to indicate them, 

While the selection of the teaching body is of obvious 
social significance, as a postulate for the efficiency of its 
subsequent activities, the same is true of the social status 
or position of the teaching profession — its emoluments, 
prestige, recognition by the community, etc. — which 
has no less serious implications for the effective operation 
of educational systems. In a word, the educator cannot 
be expected to act as an efficacious factor in the economic 
and social reform of the society in which he works, if it 
does not accord him the collective recognition which will 
sustain and protect him in the pursuit of his calling. 


3. SUBSISTENCE OF THE TRADITIONAL FUNCTIONS 
OF EDUCATION 


The time has now come, however, to clear up a mis- 
conception into which it is easy to fall in discussing the 
role of education as a factor of economic development 
and social reform. This is far from implying that educa- 
tion becomes a function — in the strictest sense of the 
word — of the other two variables. 

There is no reason why education, because it is a factor 
of economic development, should devote itself solely to 
the service of that cause. In the problems that arise in the 
most advanced and the least developed societies alike in 
connexion with the relation between education, economy 
and society, education preserves — and must preserve -— 
its traditional autonomy, discharging the specific func- 
tions for which it was brought into being, and which it 
has maintained in societies of every type, and particularly 
in those which, by a slow process of distillation, have 
constituted the paideia of our western civilization. 

It is part of the educator’s duty today to make contact 
with the economist and the sociologist, but neither of 
them can replace or supplant him in his essential function. 
Thus, although some may at times be blind to the peren- 
nial reality of this problem, it confronts the less short- 
sighted over and over again, in the most varied aspects of 
contemporary social life. 

Examples abound, and perhaps, therefore, one that is 
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especially typical will suffice. I refer to the case of the 
present position of the university, everywhere torn be- 
tween the increasingly functional character imposed upon 
it by our times and its traditional aspiration to the studium 
generale. It is almost impossible for the university to 
resist the functionalization imposed upon it by the new 
circumstances, which compel it to become an aggregate 
of strictly professional schools. This puts or tends to put 
an end to the university’s legendary aloofness from the 
practical problems of the life that goes on around it, and 
likewise tends to destroy the classic image of the university 
professor as a “scholar” and to place the educational 
value of the studium generale under a cloud. 

The pressure to which modern universities are thus 
subjected only serves to underline the survival of the auto- 
nomous and traditional values of education, subordinated 
though they are to the claims of contemporary change. 
Not the least striking manifestation of this autonomy is 
the effort (likewise problematic) to adapt the time- 
honoured ideals of humanism, in any of the forms they 
have assumed in the course of history, to the practical 
necessities created by the conditions of our time. So that 
if education is tugged in one direction by the structure 
of employment and the selective demands of an egalitarian 
society, it must in turn grapple, from its traditional stand- 
point, with two of the most serious questions deriving 
from the social structure of industrial communities. It 
must combat the twofold distortion of personality charac- 
teristic of such societies: on the one hand, conformity to 
pattern in work, and, on the other, conformity to pattern 
in leisure. In existing social conditions, the modern edu- 
cator has to tackle the problem of giving a human content 
to the piecework of the industrial process, but he must 
also maintain, in one way or another, the cultivation of 
personality during the increasing hours of leisure which 
industrial progress is securing. 

Lastly, the problem of the part played by education in 
the preservation of social stability — which has been the 
classic theme of the great educational sociologists — 
should likewise not be forgotten. There is a clash between 
the different parts of the educational systems in this 
respect, and it has not been determined with any certainty 
which educational level should undertake the age-old task 
of education as the cohesive force that binds a society 
together, in other words, as the custodian of the values 
that sustain and nourish it. But apart from this there is 
the problem — which although it may seem remote to 
countries that are in the process of development may not 
be so far removed in reality — that the more advanced 
industrial countries inevitably tend to be unduly confor- 
mist in social matters. 

Hence, for the educator, the problem is the conflict be- 
tween the tendency to conform and the impulses towards 
personal independence that he is called upon to shape and 
uphold. This kind of conflict — as many people will 
admit today — is perhaps one of the most thorny prob- 
lems faced by educators in the circumstances of our 
immediate future. 


4. SIGNIFICANCE AND RAISON D’ETRE OF THE CONFERENCE 


The condensed presentation of the foregoing questions 
makes it impossible to view them in their full complexity 
and, above all, has glossed over the frequently contra- 
dictory and conflicting nature of the new demands that 
contemporary life makes upon education and the edu- 
cator. At times these contradictions are apparent and 
therefore susceptible of reconciliation; but others may 
show themselves to be insoluble. At all events, they de- 
mand of the present-day educator sufficient flexibility to 
enable him to search out at each stage of the road and in 
highly variable circumstances, compromise solutions that 
are feasible at any given moment. 

The important point here, however, is that the educator 
may often find himself ill-equipped by himself to meet 
the new demands made by the changing society of our 
time. He therefore needs to exchange ideas with other 
specialists and to be in touch with people who belong to 
the same society but have an entirely different outlook. 
He should not cherish the illusion that these discussions 
and contacts will automatically solve the problems that 
exist — they can never be solved, in any case, because 
so many points of view are involved. He can only hope 
that, by virtue of individual contributions, light may be 
thrown upon difficult problems and a wider field of pos- 
sibilities may be opened for a solution at a given moment. 

The conviction that such exchanges of views are fruit- 
ful was, in the final analysis, the motive force behind 
the organization of this Conference, justifying it at once, 
without need for explanation, This faith in the results that 
can be obtained from joint discussion is, in fact, the main 
reason why the Conference has been convened and spon- 
sored by a number of technical organizations (UNESCO, 
ECLA, the ILO, FAO and OAS). 

Thus, in principle, the Conference may be regarded as 
the short-lived but fruitful coexistence of specialists. But 
technical experts, specialists and time to spend in the dis- 
cussion of their individual problems are not the only 
elements involved. Since a reference has already been 
made to various conflicts, mention must also be made 
of the last of them all, which is undoubtedly the most 
serious in Latin America’s present circumstances. This 
is the conflict between the inevitable slowness of scientific 
investigation and the need for immediate action which 
may at any moment be inexorably imposed by the evolu- 
tion of policy. 

This conflict would be irremediable if some possibility 
of reconciliation did not exist which could be immediately 
translated into a programme, to adopt the terminology 
to which the economists are gradually accustoming us. 
Some problems require instant solution, others can be 
dealt with over the short term and others again are more 
long drawn out. A relationship among technical specialists 
— educators, economists and sociologists— and, despite 
its different characteristics —- among those responsible 
for policy-making is always attainable if not indispensable 
in the three cases mentioned. 
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THE DECLARATION OF SANTIAGO* 


The main subject of the discussions was the so-called 
“Declaration of Santiago”, which was prepared and ap- 
proved first in Committee II and thereafter in the ninth 
plenary meeting of the Conference (17 March 1962). 
The text of the Declaration is as follows: 


“The Conference on Education and Economic and So- 
cial Development in Latin America, 


Considering : 


That international co-operation in the cultural, scientific 
and educational field is expressly recognized in the United 
Nations Charter as one of the principal means of creating 
conditions of stability and well-being necessary for peace- 
ful and friendly relations among nations, 

That UNESCO’s Constitution expresses the conviction 
of member States that there must be equal educational 
opportunities for all, and declares that “the wide diffusion 
of culture, and the education of humanity for justice 
and liberty and peace are indispensable to the dignity of 
man and constitute a sacred duty which all the nations 
must fulfil in a spirit of mutual assistance and concern”, 

That the Charter of the Organization of American States 
establishes as one of its fundamental purposes “to pro- 
mote, by co-operative action, their economic, social and 
cultural development”, 

That the States signatories of the Punta del Este Charter 
proclaimed their will to join in a great co-operative effort 
to accelerate economic development and achieve social 
justice and, to this effect, established important goals in 
the educational field; 


Reaffirms the engagements undertaken in the interna- 
tional instruments referred to above, and considers it a 
matter of the utmost urgency to give appropriate priority 
to international co-operation for the development of edu- 
cation in Latin America, 


Expresses appreciation in the highest degree for the 
valuable co-operation provided by UNESCO, ECLA, FAO 
and the ILO, jointly with OAS, in the preparation of the 
Conference and the success of its work, 


Recognizes: 


That the reports on the present situation of education 
in Latin America submitted by the delegations attending 
the Conference prove that, despite the great effort made 
by those countries, it is essential to develop in every 
country, within the next ten years, general programmes 
for the extension and improvement of education, both in 
order to make up for the shortcomings due to economic 
and social difficulties that have constituted serious obsta- 
cles to educational development, and for the purpose of 
adapting the educational methods and systems of the 
various communities of this hemisphere to the pace of its 
demographic growth, which today is proportionately the 
highest in the world, ; 

That the programmes in question must be based on the 
genius of each nation, and must be drawn up and carried 
out with the most absolute respect for the sovereignty and 
cultural personality of each nation, in accordance with 
its laws, its needs and its aspirations, 


_* Ibid., pp. 77-80. Also reproduced in the UNESCO Boletin 
trimestral, op. cit., pp. 83-86 
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That, while admitting, as the Conference did through- 
out, that in the educational field the main effort must come 
from the country that directly benefits from it, the inade- 
quacy and instability of the domestic resources available 
in many Latin American countries cal] for disinterested 
and widespread international co-operation, 

That such international co-operation will have to be 
directed mainly towards two aims: first, to provide Govern- 
ments that request it with technical assistance from the 
United Nations, UNESCO and the other specialized 
agencies, from the Organization of American States, and 
from countries that are willing and able to provide it; 
and secondly, to provide Governments with effective finan- 
cial aid, through long-term loans, in a form that will 
enable them to increase the pace of both the educational 
development and the economic and social progress of their 
people, without dangerously reducing total expenditure 
on other urgently needed activities that promote the na- 
tion’s progress, 

That the next ten years will be a crucial period in 
Latin American history, since it will be decided during 
that time whether or not the 300 million people which its 
population will in all probability number by the end of 
the decade will or will not be able to attain higher living 
standards and enjoy the benefits of technology and culture 
under the shield of liberty and the institutions of repre- 
sentative democracy, 


Recommends: ............ ‘ 


1. That through national planning agencies which, for 
the sake of convenience, should be in contact with those 
operating at the international level, steps be taken in each 
country as soon as possible to formulate educational de- 
velopment programmes integrated with over-all economic 
and social development plans which, without neglecting 
the all-round education of the human person, establish 
suitable priorities for increasing the people’s productivity 
so as to accelerate the economic and social advancement 
of the whole population; 


2. That each and every one of the States participating 
in the Conference take the necessary steps to devote to 
education the maximum economic resources compatible 
with its productive and financial capacity and with the 
balance of other social costs, so as to achieve in 1965 
a situation in which Latin America as a whole can devote 
to education not less than 4 per cent of its gross product, 
it being understood that the countries that are now sub- 
stantially below that level shall endeavour to increase the 
present proportion by at least 1 per cent by 1965 and a 
further 1 per cent by 1970; 


a 


3. That, in connexion with the Alliance for Progress, 
governments, the international financial agencies and other 
bodies administering long-term resources increase and 
expedite their efforts and simplify their procedures for 
preparing, approving and carrying out such projects as 
the Governments of the States signatories of the Punta del 
Este Charter may submit to them in connexion with their 
programmes for promoting human resources through edu- 
cation: 


(a) That the States signatories of the Punta del Este 


Charter set as their target the allotment of not less than 
15 per cent of the public funds made available by the 
Alliance for Progress to those programmes, which should 
therefore be accorded due importance in over-all develop- 
ment plans to be financed from external sources: 

(b) That the Council of the Organization of American 
States be requested to examine, as soon as possible, in 
consultation with the Special Commission established in 
accordance with Resolution A-4 of the Punta del Este 
Conference, the possibility of creating a co-ordinating 
body composed of representatives designated by the seven 
States to be selected by the above-mentioned Council, as 
well as any other ways and means of improving present 
procedures ; 

(c) That, if such a co-ordinating body is established, 
in order to achieve close collaboration between its acti- 
vities and those of the various international organizations 
that contribute to the development of education in Latin 
America, these organizations be invited to designate ad- 
visers to it; 


4, That the international organizations interested in 
collaborating with the Latin American countries in the 
preparation, financing and execution of educational pro- 
grammes calculated to promote this economic and social 
development, study the activities — both short and long- 
term — through which each of them might help to carry 


out as satisfactorily as possible the educational plans of 
these countries during the ten-year period; 


5. That, in the development of those activities, the 
United Nations and its specialized agencies establish among 
themselves, and in combination with inter-American 
bodies, the co-ordination and co-operation necessary for 
the satisfactory achievement of those programmes; 


6. That UNESCO explore the possibility of establishing 
an International Fund for Education in Latin America 
and that, pending the achievement of this aim, it invite 
all the States members of the organizations in the United 
Nations system to make contributions for the purpose of 
increasing the resources of the international financing 
agencies concerned, so that they may give effective sup- 
port to the efforts undertaken by the Latin American 
countries. 

In adopting this Declaration, the States participating 
in the Santiago Conference solemnly confirm their de- 
cision to make the educational development and accele- 
rated economic growth of each and all of them additional 
factors in achieving, within a real equality of opportunity, 
not only the material prosperity of the peoples they 
represent, but also full self-realization in independence 
and greater social justice, in order to make an increasingly 
solid contribution to the common task demanded by world 
peace and human civilization.” 


CONCLUSIONS AND RECOMMENDATIONS* 


In addition to the “Declaration of Santiago” on internal 


and external resources for the development of education, 


the Conference adopted the following conclusions and 
recommendations. 


THE EXTENSION AND IMPROVEMENT OF EDUCATION IN RELATION TO ECONOMIC AND SOCIAL IMPROVEMENT 


(Committee I) 


RECOMMENDATIONS ON EDUCATION 


It is the opinion of the Conference that, if education is to 
make an effective contribution to the cultural, techno- 
logical, economic, and social progress of Latin America, 
the participating States should make every effort to 
achieve the objectives described below. The activities con- 


- nected with short-term or long-term planning may there- 


fore be based on the following principles, provided that 
these principles are consonant with the requirements and 
characteristics of each country and with the stage of edu- 
cational development each has reached. Because educa- 
tional conditions vary from one Latin American country to 
another and also because of differences in the resources 
available to them for the promotion of education, only a 
very general picture can be given of the main lines and 
objectives of the plan of action which each country will 
later have to adapt to its own characteristics and possibi- 
lities. 
Moreover, a certain order of priority should be estab- 
lished beforehand by the respective authorities of each 


* UNESCO/ED/CEDES/37/Rev.1, op. cit., pp. 104-150. Also 
reproduced in the Boletin trimestral, op. Cit., pp. 102-118 (Com- 
mittee I), 127-132 (Committee II) and 135-140 (Committee III). 


country, who should bear in mind the urgency rather 
than the spectacular nature of the measures adopted. The 
same criterion might be applied with regard to the alloca- 
tion of credits from external sources furnished as a con- 
tribution to the cultural, economic and social development 
of Latin America. 


I. STRUCTURE AND ADMINISTRATION OF EDUCATIONAL 
SERVICES 


1. The Conference stresses the urgent need to plan and 
carry out a radical change in the structure and adminis- 
tration of educational services, in order to facilitate the 
development of educational plans and the maximum utili- 
zation of available resources. In view of this, it is recom- 
mended that: 


2. The structure of the school system in Latin American 
countries should comprise: 

(a) A first-stage of general education lasting eight to 
nine years, which following the pre-primary period or 
period of education in the home, would cover primary 
school and the first or basic cycle of intermediate school. 
At this stage, which could end with a period of vocational 
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guidance, the aptitudes of each child, which will constitute 
the basis of future specialized training, should be explored, 
encouraged and developed. 

(b) A second stage, lasting two to four years, in which 
the relative extent of general education would vary, de- 
pending on whether the pupil was receiving an inter- 
mediate vocational or professional training or a pre- 
professional education which would lead to advanced 
studies. 

(c) A third stage, lasting for two to seven or eight 
years, in which general training would be combined in 
varying proportions with the many forms of higher special- 
ized, professional or scientific training. 

(d) As an interim solution for the following years, a 
stage of two to three years of professional initiation based 
on the primary level, specially intended for those pupils 
who, for different reasons, complete their primary studies 
at approximately fifteen years of age. 


3. Within the context of the educational services and in 
close co-ordination with other relevant national services, 
the education of adults should be actively promoted for 
the following spececific purposes: 

(a) The eradication of illiteracy among persons over 
fifteen years of age who have had no opportunity of 
benefiting from the educational system and who must 
master the minimum practical skills of writing, reading 
and arithmetic, and acquire certain rudimentary know- 
ledge to equip them to participate effectively in the social 
and economic life of their country; 

(b) Extension courses for persons who prematurely 
withdrew from the regular educational system; 

(c) The education and development of rural com- 
munities and of certain urban communities or groups; 

(d) The basic and advanced training and retraining 
of labour; and 

(e) Cultural extension services for the entire popula- 
tion irrespective of educational level. 


4, The basic and advanced training of personnel in the 
educational services — teachers, supervisors, guidance 
staff, administrators and other specialists — should be 
incorporated in the national system of education and 
closely co-ordinated with the institutions of higher educa- 
tion, in accordance with each country’s practices. The 
same could be said of the educational research and expe- 
rimental services. 


5. The social and economic welfare services for school- 
children should be co-ordinated with the structure of edu- 
caional systems and actively promoted, in order to ensure 
equality of educational opportunity and that no pupil 
would be deprived of attending school at any level for 
financial reasons. 


6. Educational systems should include services covering 
educational research, schoo] construction and the provi- 
sion of textbooks, teaching materials and school libraries. 


7. The educational services should be rationalized and 
employ efficient techniques, for which purpose the requi- 
site specialized personnel must be trained. An endeavour 
should be made, by these means, to eliminate the influence 
of political and other power groups unconnected with 
education which disturb its development. 


8. Steps should be taken to bring about the rational 
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organization of the Ministries of Education and of their 
departments and sections, as well as the decentralization 
of authority and of certain operations at the State, depart- 
mental, provincial, regional and even local levels, but this 
should not lessen the importance that should be ascribed 
to the unity of the aims and purposes of education or the 
co-ordination of the various types of schools and services 
making up the structure of the national educational system. 


9, Educational supervisory services should be structurally 
reorganized and directed along different lines in order to 
improve the quality of education and the efficiency of the 
resources involved. 


10. Both qualitative and quantitative aspects should be 
taken into account when evaluating educational efficiency. 
With regard to the former, regularity of attendance and 
the percentage of students who complete each cycle of 
studies should be taken into account among other factors. 
The qualitative aspect should be judged in the light of the 
habits, attitudes, knowledge and skills that are developed 
or acquired by the pupils and the extent to which educa- 
tional establishments meet educational requirements and 
contribute to community development. From this evalua- 
tion it should be possible to establish a relationship be- 
tween the financial and human resources allocated to 
education, as well as their efficiency. 


11. Lastly, it is essential to promote the development of 
educational planning services as part of the national edu- 
cational system in accordance with the relevant criteria 
specified in the pertinent recommendation of Committee II. 


II. PRmmARY EDUCATION 


1. The efforts and resources of the Latin American coun- 
tries and of international aid should be united in order 
that before the end of the present decade all children 
shall be able to complete a primary school study cycle 
lasting not less than six years, in both rural and urban 
areas. 


2. Economic and social development plans should aim 
at a more just and equitable distribution of the national 
wealth than at present, and at providing equal educa- 
tional opportunities for the whole population so that any 
kind of discrimination is abolished, in accordance with 
the principles laid down on this point by the UNESCO 
Convention against Discrimination in Education of 1960. 


3. In national budgets first priority should be given to 
the section relating to educational allocations, and within 
that section the preference should be given to primary 
education, since this is compulsory and shows the highest 
enrolment figures, and should therefore take first place 
among all the responsibilities assumed by the State in the 
educational field. In this connexion it is considered that, 
in view of the differences due to the economic situation 
of various countries, an average figure should be decided 
on which, according to preliminary studies by UNESCO, 
might represent some 40 dollars annually per pupil for 
primary education. 


4. The efforts of the State should be stimulated and co- 
ordinated so that primary education can be improved 
through the great potential force represented by the active 


and responsible co-operation of all social sectors. Special 
attention should be drawn to the need for industrial and 
agricultural undertakings that employ a large number of 
workers to provide the necessary facilities for the educa- 
tion of the workers’ children. In the countries where 
legislation already provides for such a duty, steps should 
be taken to see that it is properly enforced. 


5. Plans should be drawn up to provide enough schools 
to deal with the whole of the school-age population, and to 
ensure that the location of these schools is in accordance 
with real educational needs. 


6. Requirements with respect to teachers should be studied 
sufficiently well ahead and the necessary steps should be 
taken to train the number required; if appropriate, inten- 
sive training courses should be established for those who 
wish to become teachers, and who already have an ade- 
quate educational background and only need to be trained 
as teachers. 


7. Broad school welfare programmes should be planned 
and carried out with respect to food, medical and dental 
care, clothing, textbooks, equipment for the pupils, trans- 
port and, where appropriate, family allowances, in order 
to develop and regularize school assistance to children 
who need such help. 


8. It is desirable to make use of school feeding to teach 
the child, and through him his family, the principles and 
habits of sound nutrition. The teacher-training curriculum 
should include some elements relating to food and nutri- 
tion appropriate to the above mentioned aims. 


9. To cater for the education of children who live in 
scattered and isolated population centres an effort should 
be made to extend the appropriate educational institu- 
tions, such as the complete single school, nuclear school 
systems and other forms of school organization that can 
provide satisfactory solutions to such situations. 


10. Legislation should prescribe punishments for firms 
that employ children of school-age. 


11. Within a reasonable time, depending on the education- 
al situation in each country and the possibilities of pro- 
viding education for the whole of the school-age popula- 
tion — and apart from compliance with legal age require- 
ments — a certificate of completion of the primary school 
course should be required for admission to employment 
in firms. 


12. Consideration should be given to the possibility of re- 
distributing and, in certain cases where there are grounds 
for doing so, of adjusting the number of pupils per teacher, 
so that educational requirements and the application of 
the new teaching techniques shall be balanced against the 
country’s ability to provide education. 


13. The duration of the present school year in Latin 
America should be lengthened, with the aim of establish- 
ing a school year of at least 200 school days and a school 
day of not less than five hours, and gradually eliminating 
the so-called shift system. 


14. Rules for classifying schools should be revised so as 


to make the distribution of the pupils among the avail- 
able teachers more equitable and rational. It is also ad- 
visable to consider the possibility of changing the rules 
governing promotion to a higher class so as to reduce the 
high rate of repetition among the pupils. 


15. In view of the great inconvenience and the disturbing 
effect on school efficiency of a wide age-range among the 
pupils in a single primary school class, plans should be 
drawn up for the gradual solution of the problem. From 
1963 on, all children should enter school during the year 
when they attain the minimum age established by law for 
beginning primary education. 


16. Organizations responsible for preparing curricula 
should include, besides educators at the various levels and 
experts in the subject, representatives of economic sectors 
and specialists in the social sciences. 


17. Activity in schools should be so directed as to instil 
in the child the knowledge, skills, habits and attitudes 
suitable for an education that would contribute effectively 
to economic and social development. In this connexion, 
the efforts of school-children should be encouraged, the 
tendency to use unduly childish teaching methods elimi- 
nated and stress laid on teaching the child to understand 
new situations rather than to learn by rote. Without 
neglecting the principal function of the school, which is 
to provide a harmonious and complete general education, 
emphasis should also be placed on the teaching of the 
mother tongue, mathematics and the natural sciences, and 
on sensory perception and manual skills, in addition to 
physical education and recreational activities. 


18. In view of the increasing migration to the towns and 
changes in occupations as a result of the development of 
the economy, care should be taken to avoid specifically 
directing primary education towards providing the child 
with a type of education useful only in a rural environ- 
ment. 


19. The school should teach the child how to distinguish 
between different production activities by allowing him 
to come into contact, either directly or indirectly, with 
professions and trades, by arranging visits to workshops 
and farms, and by such other means as may be considered 
adequate to help the student appreciate how work is done 
and the contribution it makes towards improving man’s 
level of living. 


20. The publication of books for children should be pro- 
moted and improved. 


21. Educational guidance centres and demonstration 
schools should be set up to test and disseminate teaching 
methods and new teaching techniques. 


22. In the planning of education consideration should be 
given to the problem of the maladjusted child and adoles- 
cent, and satisfactory solutions sought. 


23. The training and advanced training of teachers should 
be regarded as the most important and decisive means 
for obtaining a better school performance both quanti- 
tatively and qualitatively. Consequently, the curricula of 
teacher-training establishments should be improved, an 
effort made to ensure that the rural teacher’s training is 
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not inferior to that of the urban teacher, and the training 
of uncertified teachers intensified. 


24. Institutions for the training and advanced training of 
teachers should include in their curriculum the study of 
economic and social subjects which will enable the future 
teacher to appreciate the interaction of demographic, eco- 
nomic and social factors, on the one hand, and education 
on the other. 


25. In order to fulfil the requirements which the teaching 
profession must meet as a result of the characteristics of 
a society in full development, consideration should be 
given in the training of the future teacher to the respon- 
sibilities he will have to discharge in his professional 
career. This would include, in particular, assistance to the 
educator so that he can formulate and maintain his own 
criteria without falling prey to the overwhelming propa- 
ganda to which he is exposed. He should above all be 
trained for a period of change. 


26. In order to carry out the preceding recommendation, 
the following subjects or activities should be included in 
the training and advanced training of teachers: 

(a) Use of the scientific method to accustom the student 
to analyse facts and ideas and to form his own 
judgements ; 

(b) The study of social sciences to explain to others 
and provide them with an understanding of social 
and economic changes, the study of rural sociology 
and practical training in community work; 

(c) Knowledge of group dynamics; 

(d) Training in educational research techniques. 


27. Reform of teacher-training curricula should be ac- 
companied by measures that provide economic and social 
incentives capable of stimulating interest in a teaching 
career and ensuring a permanent body of qualified teach- 
ers. It is desirable that special bonuses be given to teachers 
who have to work in areas that are remote, inhospitable, 
or characterized by special social or cultural problems. 


28. In view of the fact that the Normal Schools associated 
with UNESCO’s Major Project in Education are pilot 
institutions, the above orientations should be applied and 
practised in them and the results published for the benefit 
of teacher-training institutions. 


III. SeconpARY EDUCATION* 


1. Even when priority has to be given to the extension of 
primary education, more intensive efforts should be made 
to promote the progressive spread of secondary education, 
particularly in the lower cycle. The gradual prolongation 
of compulsory schooling beyond the primary level is a 
sound way of helping to extend it. It would seem desirable 
that countries should devote more human and material 
resources to this objective and should channel interna- 
tional aid and assistance in its direction. 


2. Without making any attempt to standardize the struc- 


“ For the purposes of the Conference, secondary education is 
taken to mean a systematic course of studies given between the 
end of primary education and the level of higher education. 
us education should consist of general and specialized 
studies. 
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ture of secondary education in every country, its organi- 
zation in two cycles, a lower and a higher, would be in 
keeping with national requirements. The first or basic cycle, 
providing a general cultural background or orientation, 
would give a regular type of education, while the second 
or specialized cycle should be divided into different 
branches, in so far as both general preparation for higher 
studies and vocational training at the secondary level are 
concerned. Whenever it is possible to do so in any coun- 
try, provision should be made for the establishment of 
evening or night classes at the secondary level. These 
would have their own characteristics and would offer 
working adolescents and adults secondary courses of a 
general or technical nature, 


3. Within the framework of secondary education, greater 
attention should be paid to technical, industrial, agricul- 
tural, commercial and administrative training without de- 
triment to the necessary modernization of general secon- 
dary education. Such training should be given the same 
flexibility and legal recognition as general studies at the 
secondary level. 


4. It is especially recommended that secondary education 
should aim at developing a well-rounded personality from 
the individual and social standpoint. This objective should 
be its prime source of concern. Pupils should also be 
provided with the necessary theoretical and practical 
information to give them access to higher education or to 
train them for the exercise of technical activities at the 
secondary level. 


5. When curricula are being prepared, particular atten- 
tion should be paid not only to the social demands of the 
times but also to the psycho-biological state of develop- 
ment reached by the pupils in each year of secondary 
school studies. Even when curricula have to remain much 
the same, they should be periodically reviewed in accor- 
dance with pedagogical, technical and scientific advances. 
Representatives of the different types of secondary educa- 
tion should take part in the work of preparation or re- 
vision. 


6. The curricula for the different cycles and sections of 
secondary education should be drawn up with due atten- 
tion to co-ordination with primary studies and with the 
knowledge demanded by higher education. They should 
be sufficiently flexible to enable pupils in the second cycle 
to shift, when necessary, from one section to another, 
provided that equivalent courses exist or proficiency tests 
are taken. 


7. Curricula for the basic cycle should be prepared on 
the basis of groups of subjects (e.g. social sciences, natu- 
ral and mathematical sciences, the plastic arts), and those 
for the second cycle broken down by subjects. Hence, the 
teaching staff need not be as numerous for the first as 
for the second cycle. 


8. Effective steps should be taken to prevent the steady 
addition of subjects to the curriculum and, above all, the 
undue increase of the syllabus for each subject. The op- 
portunity of taking some optional courses may help to 
obviate this difficulty. It should not be forgotten that the 
acquisition of ideas that are to be more or less useful is 
less important than training pupils to think for them- 


selves, develop their critical faculties and strengthen their 
character. 


9. The curricula for the first regular cycle and higher 
cycle of general studies should include certain techno- 
logical activities, which should, in the first instance, serve 
to guide schoolchildren. In the higher technical training 
cycle an important place should be reserved for the 
humanities and general culture. 


10. It should be borne in mind that the methodology of 
theoretical teaching and practical work becomes increas- 
ingly important as secondary education recruits its pupils 
from ever wider sectors of the school-age population. An 
endeavour should be made to make the teaching methods 
adopted both functional and active thereby strengthening 
the bonds that should exist between the information pro- 
ue by the school and the needs and demands of life 
itself. 


11. It should not be forgotten that the application of 
efficacious methods entails the proper equipment of the 
school with modern teaching materials: good textbooks, 
audiovisual media, demonstrating apparatus, laboratories, 
workshops, experimental farms, libraries, etc. The need 
for this is particularly obvious in the sphere of technical 
education, which is undoubtedly the field where interna- 
tional assistance could be of most immediate use. 


12. Education and guidance activities in the basic cycle 
should be supplemented by the proper organization of 
educational and vocational guidance services. The pro- 
vision of information, the dissemination of “professo- 
graphs”, personal interviews with pupils and the results 
of psycho-technical tests, together with a knowledge of 
the labour market, should make it possible to guide adoles- 
cents and advise parents on future studies and on the 
choice of a profession. This is particularly important for 
relating the training of the individual to plans for the 
cultural and economic development of society. 


13. Whatever the system in force for training secondary 
school teachers (specialized centres or university faculties) , 
it would seem desirable that the training centre be at a 
higher level. Such training may differ its methods 
according to whether teachers are destined for the basic 
or the higher cycle, as in the case of general or specialized 
studies. But it should always include psycho-pedagogical 
studies apart from the specific field of interest, and, in 
addition, teaching practice in secondary educational estab- 
lishments. 


14. Given the rapid evolution of pedagogy and of scien- 
tific knowledge, intensive efforts should be made to perfect 
the basic and advanced training of teachers, adminis- 
trators and inspectors at the secondary level. Attention 
should also be paid to the training of teachers that are 
not well qualified for their work. The organization of 
lecture courses on single subjects is therefore recom- 
mended, together with holidays, conferences, symposia, 
working groups, paid trips within their own country or 
abroad, teacher exchange, reference and research centres, 
the publication of educational journals, etc. The largest 
possible number of teachers should benefit from such 
measures. 


15. Administrative and supervisory personnel in secon- 


dary education should be paid in accordance with the 
importance of their work, so that their salaries may be 
analogous to those of the different categories of officials 
and employees with equivalent qualifications and respon- 
sibilities. For advances and promotions, the factors to be 
taken into account should include, inter alia, the efficacy 
of the work performed. The adjustment of salary scales 
would enable secondary school teachers on a full-time 


basis to devote themselves exclusively to the claims of 
their teaching activities. 


16. Teachers should be accorded security of tenure and 
other statutory guarantees, the enjoyment of social security 
benefits and the improvement of their social status, as a 
means of helping to dignify the secondary teaching pro- 
fession and attracting worth-while people into it who are 
now being drawn towards the production sectors. This 
applies particularly to vocational education. 


17. In order to ensure that no child or adolescent is pre- 
vented by material difficulties from attending secondary 
school, such education should be provided free of charge 
(when free education is not already the rule) and welfare 
grants should be available to cover the cost of food and 
lodging. These should be preferably for pupils from rural 
areas or those who live far from any educational centre. 


IV. HiGHER EDUCATION 


1. The Latin American universities should establish or 
strengthen national or regional university associations and 
institutes of higher learning based on respect for univer- 
sity autonomy and freedom of education and of scientific 
and cultural research, and international agencies should 
promote and facilitate the work of such associations. 


2. Recognized universities and institutes of higher educa- 
tion should participate in the national and regional plan- 
ning of higher education, and should co-operate in the 
study and preparation of economic and social develop- 
ment plans, and in particular of educational plans. 


3. The universities and institutes of higher education 
should establish conditions that will ensure security of 
tenure for their teaching staff, on the basis of a careful 
selection of those who wish to join it, adequate incentives 
to stimulate research, a system of fellowships and other 
facilities for study abroad, and satisfactory conditions 
with respect to salaries and social security. They should 
also aim at giving opportunities to the university teaching 
staff to keep abreast of the teaching principles and tech- 
niques that contribute to the effectiveness of any educa- 
tion, and should endeavour to increase the number of full- 
time assistants, professors and research workers, engaged 
only on their university work. 


4. Steps should be taken to ensure the active and respon- 
sible participation of the students, side by side with the 
professors and graduates, in university councils, in con- 
formity with their statutes. 


5. In order to facilitate access to higher education for 
students with little money, scholarships should be granted, 
for studies both at home and abroad, student hostels 
should be established and loan funds should be created 


for the university students who need them. 
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6. In order to encourage the ideal of social co-operation 
among the students, the university should encourage the 
establishment of voluntary labour centres, provided that 
they do not endanger, by their organization, their rigidity 
or their magnitude, the university students’ essential task 
of study and research. 


7, Basic items relating to the economic and social sciences 
should be added to the university curriculum if it does 
not specifically include such subjects. 


8. The universities should increase their activities with 
respect to scientific and technological research, and should 
determine the form of these activities in line with the 
country’s needs. This should be one of the main tasks of 
inter-university co-operation. 


9. The universities should pay special attention to the 
training of the technicians and scientists required to 
increase the pace of social and economic change, in accor- 
dance with the country’s estimated need for specialized 
workers at the higher level. 


10. The Latin American universities should promote cul- 
tural and educational services of benefit to the various 
sectors of the population. 


11. The universities should include in their activities the 
teaching of principles and objectives which encourage 
international co-operation and the organizations which 
direct and guide such co-operation, as well as the form 
and methods thereof, and the study of the organization 
and functioning of the said institutions. 


12. A regional institute at the university level should be 
established under the sponsorship of UNESCO for the 


training of technical education teachers. 


13. UNESCO, with the co-operation of the other organi- 
zations in the United Nations system, should study means 
to promote the training of Latin American personnel 
qualified to perform international functions, and to con- 
sider the possibility of establishing agreements with Latin 
American universities which have set up Schools of Di- 
plomacy and for the training of international personnel, 
so that such schools can receive adequate technical and 
economic assistance and expand their radius of action 
from the standpoint of the Latin American region. 


14, The international organizations, the Agency for Inter- 
national Development (AID), the Inter-American De- 
velopment Bank (IDB), the Governments sponsoring those 
organizations and private foundations should provide the 
Latin American universities with economic assistance and 
help them to construct buildings, set up or expand labora- 
tories and experimental farms, etc., as well as to acquire 
and improve the equipment they need. 


15. For the purpose of promoting the development of 
higher education in Latin America, a Special Latin Amer- 
ican University Fund should be established in order to 
contribute to an effective and satisfactory improvement 
of Latin American universities, and UNESCO and OAS, 
with the co-operation of other regional and international 


organizations, should prepare a detailed draft statute for 
the Fund. 
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V. LiveRACY CAMPAIGNS AND ADULT EDUCATION 


1. In addition to the enforcement of the statutory pro- 
visions on compulsory and free primary education, legis- 
lation should be promulgated on compulsory adult literacy, 
taking into account age limits, the distribution of the 
population, living and working conditions and the avail- 
ability of literacy services, and that adequate funds should 
be set up for the establishment and development of liter- 
acy and adult education programmes, and the training 
of personnel to carry them out. 


2. Steps should be taken to organize or improve the 
departments of adult education that carry out systematic 
literacy and adult education programmes and provide for 
the training of specialized staff at national or regional 
centres such as the Regional Fundamental Education ~ 
Centre for Community Development for Latin America 


(CREFAL). 


3. Work opportunities and methods should be introduced 
which arouse interest and create an understanding of 
the value of reading, writing, arithmetic, healthy recrea- 
tion, co-operatives, occupational skills, etc. 


4. Services should be created and intensified to promote 
and strengthen mass education campaigns through li- 
braries, museums, artistic activities, lectures, mobile groups, 
study centres and other means. 


5. Professional and advanced training centres for adults 
should be set up, as far as possible with the co-operation 
of enterprises. 


6. Centres for experiments, demonstration and the prepa- 
ration of material for adult education should be established 
and the results obtained widely disseminated. 


7. The press, radio, films, television and other audio- 
visual media should be used as instruments of mass educa- 
tion, and the technical-pedagogical training of skilled 
personnel to use these instruments should be intensified. 


8. Increased and better use should be made of CREFAL, 
the body responsible for the training of executives for 
programmes of community improvement and of adult 
literacy and education. 


9, All the sectors of production and of public opinion 
should be mobilized, together with the beneficiaries, to 
ensure active and systematic participation in adult literacy 
and education programmes. 


10. Technical assistance should be received from regional 
and international organizations for both the organization 
and development of adult literacy and education pro- 
grammes and their evaluation. 


11. In adult education programmes special methods 
should be adopted in sosordanot with the! needs of indi- 
genous groups who, by reason of language or other fac- 
tors, do not form part of the economic, social and cultural 
process of the countries to which they belong. 


12. The Andean Indian Mission Programme in the coun- 
tries in which it exists, as well as similar programmes, 


should be strengthened and intensified for the purpose of 


accelerating the incorporation of the indigenous popula- 
tion into economic and national life. 


13. Maximum use should be made of the system of mili- 
tary service in order to provide an adequate educational 
programme for illiterate adults. 


14. Efforts should be made to extend adult educational 
services to penal and rehabilitation institutions by organiz- 
ing schools with specialized staff. 


15. Primary teachers should be encouraged, by means of 
special remuneration or other recognition of their services, 
to participate in adult education. This does not exclude 
the properly regulated co-operation of other sectors, insti- 
tutions or associations equipped for this purpose. 


VI. LrpRARIES AND MUSEUMS 
1. Libraries 


1. Educational planning should include among its acti- 
vities the quantitative and qualitative improvement of 
library services at all levels, including the training of 
personnel. 


2. The following groups of library services should be 
considered for that purpose: (a) school and public li- 
braries; (b) university and specialized libraries and 
documentation centres. 


3. Systematic plans should be prepared, by means of 
national and regional seminars, to ensure that these ser- 
vices consolidate and extend the activities initiated by 
schools, and thus meet the reading requirements of people 
who have not had a systematic education, using for this 
purpose all the resources of the library services, including 
mobile libraries. 


A. A Latin American seminar should be organized for 
librarians, educators, authors and publishers with a view 
to the proposal of measures to promote the preparation, 
printing and distribution of reading material. Likewise, 
that the Latin American Free-Trade Association and 
Central American Economic Integration Committee should 
concern themselves with promoting the abolition, through- 
out Latin America, of tariff and other barriers affecting 
the book trade. 


5. The Latin American seminar on university libraries to 
be convened by UNESCO in mid-1962, with the collabora- 
tion of the Government of Argentina, should be requested 
to study the planning of these services in relation to the 
objectives of higher education and economic and social 
development requirements and, when the relevant plans 
for action are being drawn up, to indicate the cost and 
proper priority for their financing. 


6. The decision taken by UNESCO to assist a Latin 
American country in planning its library services at all 
levels should be endorsed. 


7. A study should be undertaken on the cost of all aspects 
of library services in order to facilitate the planning of 
their development and their financing by means of short, 
medium and long-term plans. 


2. Museums 


1. The teaching resources of museums should be incor- 
porated into the educational process and museum staff 
and educators should co-ordinate their activities with a 
view to the more effective and fuller use of such resources. 


2. The seminar on museums as cultural centres for the 
community convened by UNESCO at the end of 1962, 
with the collaboration of the Government of Mexico, 
should be requested to formulate concrete recommenda- 
tions on the best way to integrate the work of the 
museums with the educational process at all levels. 


VII. VOCATIONAL TRAINING AND TECHNICAL EDUCATION 


1. Vocational training should be programmed as part of 
an educational plan in keeping with a national economic 
and social development policy designed to raise the stand- 
ard of living through the optimum use of the total human 
potential of the country. 


2. To make better use of all the resources which a coun- 
try can allocate to general education and vocational train- 
ing, careful dovetailing of the programming of activities 
in both fields is essential, This necessitates, in particular: 

(a) The recognition that one of the objects of educa- 
tion at all three levels is to prepare pupils to receive 
in due course a specific type of vocational training 
or adaptation in relation to his future employment; 

(b) The conception of vocational training as a process 
to be developed throughout the professional life of 
the individual, in accordance with his needs and 
those of society; 

(c) The creation, simultaneously with the extension and 
improvement of services at the three educational 
levels, of a flexible system of vocational training 
media distinct from those services, with a view to 
coping rapidly with needs such as the following: 
(i) the rounding-off of the theoretical and practical 
training of those who have passed through only 
part of any educational level; (ii) the adaptation 
of the vocational training received in the technical 
branches of secondary and higher education to the 
special requirements of jobs at the various levels; 
(iii) access by workers to means of advanced train- 
ing to facilitate promotion within their occupations. 


3. In order to understand the situation of manpower and 
employment, studies in depth — and also comprehen- 
sive — should be made on manpower supply and demand 
at any given moment and on the changes which may be 
produced in the relationship between supply and demand 
by economic development and technical progress. 


4. In view of the close relationship between vocational 
training and employment, continuous participation and 
co-operation should be encouraged in the work of voca- 
tional training by all public and private bodies, and by 
organizations interested in the problems in question, espe- 
cially those of employers and workers. 


5. In order to increase the means of vocational training 
and their efficacy, it would be well in the first instance 
to study ways and means of making the most of the oppor- 
tunities offered by work premises. 
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6. In each country an attempt should be made to re- 
examine the whole series of vocational training media 
available for skilled occupations at the first level, with a 
view to ascertaining whether they meet, quantitatively 
and qualitatively, the present and future needs of the 
population and economic development. 


7. Before increasing the number of vocational schools, it 
would be well to evaluate objectively the results obtained 
by a purely scholastic form of training in terms of the 
effective incorporation of pupils trained for jobs at the 
first level of skill, in relation to the training received. It 
would also be advisable to analyse in terms of quantity, 
quality and cost, whether the resources allocated for voca- 
tional training of a purely scholastic type for occupations 
at the first level of skill might not be better employed if 
they were used, on the one hand, for extending, improving 
and prolonging basic education, and on the other, for 
creating separate vocational training services proper, 
offering relatively short programmes related to specific 
jobs. 


8. In view of the experience of a number of countries on 
the American continent which have established a new 
system of training apprentices and adult workers, coun- 
tries which have not yet begun to tackle this problem 
should examine the possibility of setting up national serv- 
ices ; 

(a) Covering all economic sectors or those regarded in 

any particular instance as justifying priority in terms 

of training; 

(b) Tripartite in structure, i.e. with representatives 

from the Government, employers’ organizations and 

workers’ organizations; 

(c) Financed in part by the various sectors of pro- 

duction. 


9. The function of these services should be mainly to 
provide: 
(a) Vocational training for minors employed in accor- 
dance with the legislation in force; 
(b) Basic, complementary or highly specialized train- 
ing for adult workers; 
(c) Co-operation with other institutions in the formula- 
tion and implementation of programmes designed to 
complete the elementary education of workers; 
(d) Technical assistance for employers wishing to 
organize within their undertakings means of providing 
complementary or special training for their staff, or for 
workers’ associations with the same aim in mind. 


10. To fulfil their function, the services referred to should 
be highly adaptable and should be based on flexible pro- 
gramming of their activities in accordance with a definite 
order of priorities. 


11. It should be borne in mind that the improvement of 
efficiency on the part of supervisory staff depends mainly 
on: 
(a) The expansion of means of systematic training for 
first level occupations, and the consequent increase in 
the number of workers and employees possessing a 
sound basic knowledge, thus catering for supervision by 
promotion; 
(b) The organization of programmes designed to cater 
for the urgent needs of the present time, including 
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advanced in-service training courses for supervisory 
staff and training courses for employees and workers 
of ability warranting promotion to supervisory posts. 


12. Training or advanced training programmes for super- 
visory staff should include courses on the functions and 
technique of supervision and supplementary courses cover- 
ing practical or theoretical technical knowledge. 


13. The following measures should be taken to train the 
intermediate and higher technical personnel needed in 
increasing numbers and variety to speed up the rate of 
economic and social development: 
(a) Expansion of the capacity of the ordinary training 
methods and variety of technical options, in accordance 
with an order of priority determined on the basis of 
proved and foreseeable needs; 
(b) Creation or extension of the system of scholastic 
and vocational guidance, so as to provide young people 
with adequate information on the educational oppor- 
tunities and employment opportunities provided by the 
economy ; 
(c) Encouragement for more and more young people to 
undertake technical studies by increasing scholarships; 
(d) Removal of the obstacles to the transfer of stu- 
dents from one branch of the secondary cycle to an- 
other, and to the entry of students in the secondary 
technical cycle into the university ; 
(e) Relation of teaching establishments to industrial 
undertakings and workers’ associations with a view to 
ensuring that these provide co-operation, either by par- 
ticipating in the advisory councils providing advice on 
educational guidance, or by providing the schools and 
universities with technological information or equip- 
ment, or again by receiving students as trainees. 


14. The desirability of setting up training services distinct 
from the regular educational cycles and related to indus- 
trial undertakings and workers’ associations of all kinds 
should be examined at the same time. This would make 
for the promotion of workers through study, and would 
attract to the intermediate and higher technical levels 
gifted persons who in the absence of special courses are 
obliged to continue working at a level of qualification lower 
than they are capable of achieving through systematic 
study. These training services, similar to the complemen- 
tary services for occupations at the first level of skill 
described under point 11, would be designed to introduce 
a variety of courses, such as evening courses, correspond- 
ence courses, and, in close collaboration with employers, 
“half-time” courses. 


15. In order to diversify courses and renew teaching 
methods the vocational training services should develop 
systematic advanced in-service training activities for the 
administrative and teaching personnel and the training of 
new teaching staff, both for education in schools and 
centres and for trainee activities within industrial under- 
takings. To this.end, they should possess central technical 
divisions to undertake research into methodological stand- 
ards, the preparation of didactic materials and the orga- 
nization of training and advanced training courses for 
teaching staff, or alternatively, a national centre for the 
training of staff consisting of technical divisions as de- 
scribed above. 


16. To enable them to contract and maintain in service 
qualified teaching staff with experience in the production 
field, the training centres should provide such personnel 
with suitable employment conditions and remuneration. 


VIII. RuraL AND AGRICULTURAL EDUCATION 


1. As part of national education plans, Governments should 
consider their plans for education and training in regard 
to agriculture, stock farming, forestry and fisheries, and 
integrate them with the revelant sections of their over-all 
economic and social development plans. This observation 
applies to all the subsequent recommendations. 


2. As a first stage in this type of planning, studies should 
be carried out with a view to: 
(a) Determining immediate and future staff needs in 
all branches of agriculture and nutrition indicated in 
paragraph 1, deriving from agrarian reform and agri- 
cultural development plans; 
(b) Evaluating the efficiency of present educational 
systems for the training of such personnel, and deter- 
mining the changes required to meet these needs; 
(c) Pointing out the deficiencies in the physical re- 
sources available for agricultural education, the degree 
to which they are used and the need for expansion and 
improvement, in accordance with the targets laid down 
in the plans; 
(d) The training of technicians and specialists should 
be promoted with a view to training the personnel re- 
ferred to above. 


3. In view of the urgent need to train auxiliary personnel 
to carry out agrarian reform and ancillary operations 
such as co-operatives, credit, industrialization, extension 
services, marketing, community development activities and 
home economics, agricultural education and training at 
the intermediate level should endeavour to meet these 
needs. 


4. The resources earmarked for education and training 
in the various sectors referred to under 1 should be 
channelled through those institutions — public or auto- 
nomous — best able to provide the type of education and 
training needed for the preparation and execution of de- 
velopment plans. 


5. The Second Latin American Meeting on Agricultural 
Education, to be held in Colombia from 8 to 19 May 1962, 
should take into account the agreements reached at the 
present Conference and study and adopt specific recom- 
mendations with a view to the expansion and improve- 
ments of this type of education, special attention being 
given to the need for higher-level technicians to formulate 
and implement land reform programmes and train person- 
nel to apply them. 


6. UNESCO, FAO, OAS, the ILO, ECLA, the Inter- 
American Institute of Agricultural Sciences (IAIAS) and 
UNICEF should advise Governments at their request, 
either individually or through the joint machinery for 
inter-institutional co-operation set up under the Charter 
of Punta del Este or existing previously, in carrying out 
the tasks enumerated in the above recommendation. 


INTEGRATION OF EDUCATIONAL PLANNING WITH ECONOMIC AND SOCIAL PLANNING 


(Committee IT) 


INTEGRATION 
1. Conclusions 


1. Education, in addition to being an end in itself for 
for those who receive it, enhances the spiritual and moral 
dignity of mankind, and increases the capacity of indi- 
viduals and of society to produce the goods and services 
that provide a higher standard of living. Consequently 
investment in education produces the highest economic 
and social return, which can be regarded as comparable 
with that ascribed to investment in basic social capital. 


2. But this-return diminishes or vanishes if education is 
not capable of adapting its structural systems and the 
content of the curriculum to what is required by the mo- 
dernization of the traditional social and economic struc- 
tures of Latin America. Education must be transformed 
into a much more effective instrument for economic and 
social development than it is at present. 


3. Because of its function in moulding the human per- 
sonality, education is the basic instrument of economic 
and social transformation in any society. Educational costs 


should therefore have the highest priority in the planning 
of economic and social development, together with other 
investment in basic social capital. 


4. The total volume of funds allocated to education should 
be established on the basis of the costs incurred by the 
attempt to attain, within a reasonable period, the educa- 
tional goals at which each country aims, in accordance 
with the general planning principles set forth in the pres- 
ent document. 


5. The integration of educational planning with economic 
and social planning should take account of the principles 
laid down, as the foundation and guide-lines for the work 
involved, _ 


2. Recommendations 


1. With respect to educational goals, the Conference re- 
commends to Governments the adoption of the following 
minimum over-all objectives: 
(a) Extension of free and compulsory primary educa- 
tion, so that it may really represent at least six full 
years of general education for the whole of the school- 
age population; 
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(b) Effective access to every branch of intermediate 
and higher education, with a view to expediting the 
specialized training of labour force and of administra- 
tive personnel, and exclusively on basis of the student’s 
ability, aptitude and skill and of the skilled manpower 
requirements of the various sectors of the country’s 
economy. To attain these objectives, it is recommended 
that the educational system be endowed with as much 
flexibility as possible; 
(c) The eradication of illiteracy and the promotion of 
education for community development, with a view to 
meeting the immediate requirements of economic and 
social development. 

This set of minimum objectives should be defined in 

each country in accordance with its general aspirations 

and its educational, economic and social situation. 


2. It is recommended to the Latin American-Governments 
that they move swiftly to begin the task of educational 
planning as an essential part of the planning of economic 
and social development. This immediate task might be 
begun simultaneously on three fronts: 
(a) The formulation of a diagnosis of the economic 
and social situation and the educational situation, 
including the study of human resources, and the estab- 
lishment of general educational goals for the country 
together with an estimation of the cost of attaining those 
goals. It is recommended that the Latin American coun- 
tries and international organizations which have accum- 
ulated experience in this field should make it available 
to countries that need it so that they can complete this 
work with the minimum of delay. 
(b) The formulation and implementation of programmes 
for immediate execution and short-term programmes 
that are particularly directed to the following aims: 
(i) To eliminate the most serious shortcomings in the 
educational services; (ii) To take the necessary steps 
to ensure that maximum use is made of existing capa- 
city; (iii) To improve conditions in rural education 
on basis of equal treatment for the various regions of 
each country; (iv) To train by means of crash pro- 
grammes the workers required to meet the requirements 
of the economic and social activities that the countries 
should undertake in the process of their economic and 
social transformation. This would apply in particular 
to land reform, tax reforms and administrative reforms 
and to industrialization, planning and education itself; 
(v) To undertake or accelerate the rationalization and 
transformation of the educational system in accordance 
with the policy governing the long-term objectives and 
its adaptation to the requirements of economic and 
social development. 
(c) The establishment of the regular work of educa- 
tional planning in accordance with the recommendations 
of the Inter-American Seminar on Over-all Educational 
Planning held in Washington in 1958, and with the 


tive estimates of the requirements with respect to skilled 
manpower in the various economic and social sectors. 
These estimates might be taken into account in estab- 
lishing the goals of the educational plan. 


. It is also recommended that Governments should: 


(a) Carry out an exhaustive study of the sources of 
domestic funds for education, with a view to analysing 
the possibility of obtaining more funds by tapping 
sources that are not being used, and by encouraging 
direct co-operation and participation by the community ; 
(b) Rationalize services in order to obtain a greater 
yield from the resources available, by making use, 
among other instruments, of modern techniques of 
budget programming ; 

(c) Determine the amount of external assistance com- 
mensurate with the total requirements of economic and 
social development plans, particularly to implement pro- 
grammes for immediate action; 

(d) Carry out detailed studies of the investment and 
operating costs of the services as a basis for a more 
realistic appraisal of future financial requirements; 
(e) Undertake studies on the characteristics of each area 
and the present educational level, with a view to the 
establishment, whenever possible, of rational adminis- 
trative norms and procedures by levels, branches and 
areas, in order to ensure the best possible use of re- 
sources ; 

(f) Intensify the training of officials so as to achieve 
greater efficacy in the application of the aforesaid 
procedures; 

(g) Intensify the policy of progressive administrative 
decentralization of education for the purpose of en- 
couraging the participation of local and regional autho- 
rities in the maintenance of education, and community ’ 
co-operation in educational development programmes, 
through the system of self-help; 

(h) Prepare and submit to the Third Inter-American 
Meeting of Ministers of Education a report on the edu- 
cational development programmes under way and those 
that will be initiated as a result of the present con- 
clusions and recommendations, indicating the targets 
proposed for 1962 to 1970, the priorities laid down and 
the funds available; 

(i) Undertake a study om the evaluation of the func- 
tions of the teaching profession, and compare them 
with other professional activities and skilled occupa- 
tions, in accordance with each countries level of living, 
in order to determine a just system of remuneration 
for teachers. Such studies might be carried out with 
the active participation of teachers’ and university pro- 
fessors’ unions and associations. Once the basic reference 
material has been assembled, the appropriate measure 
should be taken to put the new system of remuneration 
for teachers into effect as soon as possible. 


recommendations which are set forth below. In the 


1 t 4. It is recommended that Governments, in collaboration 
carrying out of this regular planning work special 


with the international organizations concerned, should 
undertake: 


attention would be needed to ensure that: (i) The 
objectives and the qualitative, quantitative, financial 
and administrative aspects of education should be de- 
termined in accordance with national development plans 
and should be founded on social and economic studies 
and studies of the practical realities of the educational 
situation; (ii) The central planning bodies formulate 
general guide-lines and make quantitative and qualita- 


(a) The systematization and definition of professions 
and professional-specializations by educational levels. 
The Inter-Agency Working Party on Skilled Manpower 
in Latin America, in which ECLA, UNESCO, the ILO, 
FAO, AOS and ICEM take part, should be in charge 
of the co-ordination of the studies undertaken on this 
subject in the different countries; 


(b) Studies on the basic and advanced vocational train- 
ing of adults at all levels of economic activity, with a 
view to devising practical means of expediting such 
training. The programming of activities in this field 
should be related to plans for increasing productivity 
and development plans in the different sectors of the 
economy. Reference should be made to the experience 
of the countries that have established a flexible system 
of basic and advanced vocational training facilities, 
independently of the educational services providing the 
regular cycles, of studies, and 

(c) The wide dissemination of publications on educa- 
tional planning and economic and social development 
in Latin America, including the conclusions and recom- 
mendations of the latest international meetings on the 
subject and an account of the different countries’ 
achievements. 


5. It is recommended to the competent international 
agencies that, in consultation with the Latin American 
Governments, they evaluate the financial resources re- 
quired for the attainment of the educational goals outlined 


in the Charter of Punta del Este. 


6. It is recommended to the ILO that it pursue and 
expand its studies and technical assistance activities, with 
the co-operation of other interested international organiza- 
tions, for the purpose of developing methods of basic and 
advanced vocational training for workers, and that it 
formulate recommendations on the incentives that should 
be given to the labour force with this end in view, as well 
as on the efforts that should be made by employers to 
supply the facilities conducive to the attainment of the 
above-mentioned objectives. 


II. ORGANIZATION AND METHODS 
1. Conclusions 


1. Since the inception of the UNESCO major Project No. 
1 for Latin America, the integrated planning of education 
has become a renovating force as regards the principles 
and techniques for developing education. At the present 
time, sixteen countries have embarked upon planning 
activities in one way or another, either through bodies 
expressly created for that purpose or through organizations 
of a technical nature. 


2. Despite the progress made, the idea and achievements 

of educational planning have stumbled against various 

obstacles, of which the following are the most important: 
(a) In some cases, the prejudicial influence of political 
interests which lead executive personnel to underesti- 
mate technical and long-term programming, and to 
prefer partial, emergency and immediate measures. 
(b) The undue caution, individualism and touchiness 
of officials in the traditional sections of educational 
administration and consequent lack of collaboration and 
of any understanding of or desire for planning. _ 
(c) The administrative structure of planning bodies 
which has often not been adapted to the nature and 
objectives of educational planning. ; 
(d) Shortage of specialized personnel, materials and 
funds. 
(e) Lack of effective co-ordination between, on the one 
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hand, the educational planning bodies and, on the 
other, those responsible for economic and social plan- 
ning, the remaining administrative educational units and 
the agencies interested in educational development and 
performance. 

(f) In general, the absence of an accurate concept of 
the nature and scope of planning and, in particular, 
ignorance of its methods and techniques. 


2. Recommendations 


1. The following recommendations are made to the Latin 

American Governments: 
(a) They should establish and strengthen existing over- 
all education planning organs, provided at the outset 
with the proper structure, economic resources and staff 
to enable it to perform its functions effectively. 
(b) Close co-ordination should be established between 
the central economic and social planning organ and the 
educational planning body; such co-ordination should 
be basic and permanent and imply the integration of 
objectives, means, standards and working methods at 
every stage of the planning process, such as research, 
analysis, programming, financing, execution and evalu- 
ation of results. 
(c) They should facilitate such co-ordination by provid- 
ing educational planning organizations with a structure 
similar to that of central economic and social planning 
organizations, and by securing the participation of 
education experts in the work of central economic and 
social planning organs and of economists and socio- 
logists in educational planning units on a permanent 
basis, 
(d) Educational planning units should be so organized 
as to give them the necessary status for participating in 
educational policy decisions. They should therefore be 
closely related from an institutional standpoint to organs 
entrusted with the execution of plans and with the re- 
presentative sectors of national activities, both public 
and private. 
(e) The specific and exclusive functions of the said 
organs, which should include those of co-ordinating 
and integrating the work of other entities, should be 
clearly stated. 
(f{) The views of public opinion, particularly of the 
sectors concerned with education, should be sought in 
an effective and systematic way. 
(g) Greater contact should be established between 
educational planning organs in Latin American coun- 
tries for the purpose of promoting exchanges of views, 
methods of work, instruments of execution and research 
results, etc., and it is recommended that international 
organizations should facilitate this type of exchange and 
co-operation. 
(h) Through the intermediacy of educational planning 
organs, programmes for the dissemination of informa- 
tion on the nature and principles of educational plan- 
ning for the purpose of creating an atmosphere favour- 
able to the effective achievement of the various stages 
of planning should be prepared and executed. 


2. It is recommended that the international organizations 
concerned should include in their technical assistance 
programmes provision for the training of national experts 
in the different branches of educational planning through 
both regional training institutions and the dispatch of 
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advisory missions to Latin American countries at their 
request. It is also recommended that they should prepare 
and publish handbooks on educational planning tech- 
niques. 


3. UNESCO, ECLA, FAO, the ILO and OAS are parti- 


cularly recommended to intensify their studies aimed at 


improving methods for integrating educational planning 
with economic and social planning. 


4. It is recommended that the recently established Latin 
American Institute for Economic and Social Planning 
should include among its functions the training of experts 
in educational planning. 


INTERNATIONAL CO-OPERATION FOR THE PROMOTION AND IMPLEMENTATION OF EDUCATIONAL 
PLANS IN RELATION TO ECONOMIC AND SOCIAL DEVELOPMENT 


(Committee IIT) 


I. TYPE, VOLUME AND PRIORITY OF INTERNATIONAL AID 
1. Conclusions 


The analysis of the individual country reports showed that 
the international organizations, the specialized agencies 
and certain countries have given Latin America a sub- 
stantial amount of technical and financial assistance 
during the last five years. Regional centres have been 
created, fellowships granted, experts provided, local per- 
sonnel trained and material and financial resources made 
available for the development of education. The reports 
indicate that a wide variety of programmes have been 
carried out in each country. 

Some countries pointed out that there are many different 
kinds of external assistance, the most important being the 
following: 


1. The UNESCO Major Project on the extension and 


improvement of primary education in Latin America; 


2. The United Nations Technical Assistance Missions in 
the field of education; 


3. The education and science programmes of the Organi- 
zation of American States (OAS) ; 


4. The financial assistance provided by the Inter-Amer- 
ican Development Bank (IDB) ; 


5. The educational projects being financed by the United 
Nations Special Fund; 


6. The financial assistance foreseen by the Agency for 
International Development (AID) association for develop- 
ment plans for education; 


7. Bilateral programmes, such as those of ICA (now 
AID) of the United States, and the programmes offered 
by Belgium, Canada, the Federal Republic of Germany, 
France, Italy, the Netherlands, Spain, Switzerland and the 
United Kingdom among other countries; 


8. Programmes sponsored by foundations and private 
institutions, which comprise a wide range of activities; 
It was impossible to determine the total extent of external 
assistance for lack of sufficient information. 

2. Recommendations 


1, That the international organizations, the specialized 
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agencies and Governments offering technical and financial 
assistance endeavour to adopt a flexible policy with . 
respect to the complex problems involved in the develop- 
ment of education; 


2. That the United Nations Special Fund expand its assist- 
ance to plans for teaching the basic sciences which is a 
prerequisite for technological development. Likewise that 
it extend its operations to include the financing of con- 
struction work when necessary, 


3. That international credit institutions give preferential 
attention to requests already made or likely to be made 
by Latin American Governments for the financing of 
school construction, educational equipment and school 
furnishings ; 


4. That, in determining the educational priorities to be 
complied with by international technical and financial 
assistance, attention be paid as far as possible to national 
educational plans that are closely co-ordinated with eco- 
nomic and social development plans; 


5. That international organizations and public or private 
co-operation agencies give particular attention to the train- 
ing of the necessary local personnel required for educa- 
tional development; 


6. That international organizations and public and private 
agencies accord high priority in their assistance pro- 
grammes to activities connected with integrated educa- 
tional planning; 


7. That, in determining the educational priorities of par- 
ticular importance for international technical and eco- 
nomic assistance, the fact should be borne in mind that a 
sound general culture — which is an essential part of 
man’s education — is a prerequisite for technical train- 
ing, and that, furthermore, the teaching of basic sciences 
and research be regarded as indispensable for the develop- 
ment of higher technical training; 


8. That, when financial assistance is requested for educa- 
tional construction and equipment, it be borne in mind 
that the current operating costs incurred by the countries 
in making proper use of such facilities represent a much 
larger proportion of the budget than capital investment; 


9. That international technical assistance given by experts 
be based on a careful selection of the appointees, an en- 


deavour being made to give due weight to their professional 
abilities, their knowledge of the country which is to re- 
ceive such assistance and their familiarity with its official 
language. 


II. Co-ORDINATION OF INTERNATIONAL ASSISTANCE 


1. Conclusions 


The Committee recognized that serious deficiences still 
exist in the co-ordination of international assistance for 
education, from the standpoint of the countries and 
organizations extending it as well as from that of the 
recipient countries. 

Several delegations stressed the urgent need for better 
co-ordination between the United Nations specialized agen- 
cies and the organizations of the inter-American system, 
and between all these and the agencies and countries 
providing bilateral technical and financial assistance for 
the development of education in Latin America. 

The Committee pointed out in the course of the discus- 
sions that it was vital for countries to be given adequate 
information on the financial and technical assistance 
available under the Alliance for Progress. 


2. Recommendations 


1. That an office to co-ordinate the assistance offered by 
the different organizations, agencies and Governments be 
set up in each country to prevent duplication of effort 
and to facilitate the holding of regular and frequent meet- 
ings with the national authorities; 


2. That systematic information be supplied to countries 
on the type and volume of financial and technical assis- 
tance available to them, including information on the 
proper way of obtaining assistance from the different 
external sources; 


3. That a regional information centre be set up to com- 
pile, analyse and disseminate information on the technical 
and financial assistance offered by international organiza- 
tions, agencies and countries to Latin America and to 
explain the way in which such assistance is to be obtained; 


4. That the Ministries of Education of Latin American 
countries make available the results of specific accomplish- 
ments and plans which they are undertaking, and that 
this information be forwarded to teacher and educator 
organizations in all countries; 


5. That the press, the radio broadcasting, film and tele- 
vision industries and the news agencies co-operate more 
fully in the dissemination of educational information 
among the various countries. 


III. REGIONAL PROJECTS 


1. Conclusions 


The magnitude and complexity of the cultural, economic 
and social problems with which Latin America is faced, 
and the pressing nature of the reforms required for the 
effective improvement of this situation, call for the prepa- 


ration and implementation of over-all education plans in’ 


each country, designed to raise the level of living of the 
American peoples in all aspects of their national life. 

However, it is urgently necessary to adopt programmes 
for immediate action which possess the twofold charac- 
teristic of benefiting broad sectors of the Latin American 
population and of coping with essential aspects of the 
situation that must be improved if conditions favourable 
to the rapid and steady development of educational sys- 
tems are to be established. 

This might well be done effectively by concentrating 
national and international efforts and resources on the 
immediate execution of regional projects, 


2. Recommendations 


1. To establish a section for the training of national per- 
sonnel who will be in charge of over-all educational plan- 
ning and the development of human resources, in the Latin 
American Institute for Economic and Social Planning, 
recently established at Santiago, Chile. Such personnel 
would be trained to teach in their own countries tech- 
niques of integrated planning and of the development 
of human resources, and to train national personnel for 


‘this purpose. Closely connected with this project should 


be the following activities: 
(a) The creation or expansion of national educational 
planning offices, in co-ordination with the department 
in charge of economic and social development plans, 
and with the technical assistance of teams of experts, 
when requested ; 
(b) Establishment by the Governments of Latin Amer- 
ica, in co-operation with their universities, of national 
centres for the teaching of planning techniques, so as 
to train, within a reasonable period, the number of 
planning experts in the different sectors and at the 
various levels needed by those countries; 
(c) Technical assistance which the Latin American 
Institute for Economic and Social Planning can offer 
to the national centres mentioned above in such fields 
as organization, preparation of teaching material and 
advancement of research; 
(d) The organization of national commissions to study 
the development of human resources in each country, 
with a view to the more efficient co-ordination of educa- 
tional planning with the planning of economic and 
social development; and 
(e) The training of educational administrative person- 
nel in schools of public administration offering courses 
for groups of countries with common problems and 
characteristics; 


2. To establish in CINVA (Bogota), and in suitable 
centres of educational research, sections concerned with 
the study and formulation of up-to-date educational and 
architectural standards for the building of low-cost 
school premises and schoo] houses for teachers, public 
and _ school libraries and for national school building 
plans, drawing upon the experience of the Latin Amer- 
ican countries. The aim of this project is to contribute 
to the more rapid and satisfactory development of na- 
tional schoo] buiding programmes; 


3. To expand and supplement the present activities of 
CREFAL in Mexico. To study the establishment of 
centres in groups of countries with similar problems 
and characteristics, to work on educational programmes 
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relating to community development, rural industrializa- 
tion and the elimination of illiteracy. To facilitate inter- 
nal and external technical and financial resources which 
will enable the programmes, personnel and material 
prepared by these centres to be turned to effective 
account in the plans of action developed at the national 
level. In connexion with this regional project, adminis- 
trative units competent to develop these programmes 
might be established or strengthened in each Latin 
American country; 


4. To take greater advantage of the Andean Mission pro- 
gramme in the countries where it is under way, by 
assiening it more funds and personnel and linking it 
more closely to the educational programmes of the 
countries concerned, so as to expedite the incorporation 
of the indigenous population in economic, social and 
political life; 


5. To establish regional centres of educational research, 
demonstration and training, for the study of plans and 
programmes, teaching methods and the use of modern 
equipment and audio-visual media that will be useful 
to national institutes of educational research, countries 
with similar problems and characteristics being grouped 
together. These centres would study, in particular: 

(a) The adaptation of up-to-date educational methods 
and media, including radio and television, for the de- 
velopment of primary and adult education in rural 
areas; 

(b) The adaptation of new techniques, such as the 
programming of education, especially in technical and 
general secondary education; 

(c) The development of new curricula and methods 
for the teaching of science. 

In this connexion, the /nstituto Latinoamericano de Ci- 

nematografia Educativa (ILCE), established by UNESCO 

in agreement with the Government of Mexico, might be 
strengthened so as to be put to better use. 


6. To organize regional courses, for groups of countries 
with similar problems and characteristics, to train the 
staff of teacher-training colleges in the techniques of the 
complete one-teacher school for rural areas; 


7. To expand the facilities of the universities of Chile and 
of Sao Paulo, which are associated with the UNESCO 
Major Project, in order to train a larger number of spe- 
cialists in the various educational fields; 


D 


8. To establish regional institutions, by groups of coun- 
tries with characteristics and problems in common, for 
the training of teachers at the higher or university level 
for vocational, technical and secondary education and the 
teaching of science; 


9. To improve methods of teaching science especially at 
the intermediate and higher levels of educational systems, 
by means of in-service training courses for teachers, 
arranged for groups of countries with similar require- 
ments and characteristics, with a view to the more efficient 
use of such laboratory and workshop facilities as can be 
financed; 


10. To create and reinforce existing regional centres of 
training and research in basic and applied science for 
high-level university professors. These centres might make 
use of the installations and facilities of existing national 
institutions where the requisite scentific environment has 
already been created and where research methods can be 
taught by means of practical training. Since there already 
exists a regional centre for mathematics and since a 
physics centre is being created, the organization of re- 
gional chemistry and biology centres, among others, is 
considered particularly necessary ; 


11. To establish a comprehensive regional programme of 
fellowships for study abroad, and to set up, in each coun- 
try, institutions to co-ordinate and promote programmes 
for the exchange of persons, linked with education plans 
and with national economic and social development plans; 


12. To sponsor and finance the fullest possible co-opera- 
tion in Latin America, in the mass production of low-cost 
books, including reading material for those who have 
only recently learned to read and write, and books of 
general culture, the inclusion of works by national authors 
being particularly encouraged; and to organize interna- 
tional co-operation for the preparation, adaptation and 
production of textbooks in scientific and technological 
eae (mathematics, physics, chemistry, biology, etc.) ; 
an 


13. To recommend that the appropriate international 
organizations provide the Central American Higher Uni- 
versity Council (CSUCA), with adequate technical and 
financial assistance for the furtherance of its educational 
integration projects at university level. 


OTHER RECOMMENDATIONS 


I. RESEARCH ON EDUCATIONAL, ECONOMIC AND SOCIAL 
DEVELOPMENT 


1. Research and studies should be undertaken by Govern- 
ments, universities, research institutions, and private 
foundations, as well as by the agencies sponsoring the 
Conference and other interested international organiza- 
tions, to follow up the work of the Conference and relate 
their educational policy to their national goals of economic 
and social development; 
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2. A special effort should be made to ensure compara- 
bility of research methods and data in order that the 
regional situation can be evaluated on a common basis; 


3. Top priority should be assigned to the following subj- 
ects of study: j 
(a) Planning of education 
(i) Principles and techniques of educational plan- 
ning; methods of co-ordinating educational plan- 
ning with over-all planning. 


(b) 


(c) 


(d) 


(ii) The technology of education (potentialities of 
new teaching methods, etc.). 

(iii) The role and needs of the teacher (social 
and economic position, level of training). 

The relation between education and economic de- 
velopment 

(i) The role of human resources in economic 
growth. 

(ii) Investment and education: methods of assess- 
ing the costs of education and the returns to be 
derived; problems of determining the optimum 
allocation to education. 

(iii) Techniques of investigation at the country 
level of educational requirements related to eco- 
nomic and social development. 

(iv) Financing of education. Economic and social 
implications of different methods: means of finding 
additional sources of revenue; budgetary tech- 
niques. 

Manpower needs and education 

Forecasting of needs for skilled manpower; me- 
thods of adjusting the development of the educa- 
tional system to manpower needs. Educational 
requirements of different types and levels of skilled 
manpower. 

Statistics (educational and demographic) 
Improvement in the collection, standardization, 
compilation and analysis of educational statistics 


and basic demographic data necessary for educa- 
tional planning. 


II. PUBLICATION OF THE PROCEEDINGS OF THE 
CONFERENCE 


That in view of the importance attached to the proceed- 
ings of the present series of meetings, UNESCO should 
be requested to publish a volume, in English, French and 
Spanish, containing: (a) a selection of the background 
documents for the Conference and the conclusions and 
recommendations formulated in the course of its discus- 
sions; (b) a comparative analysis of the reports presented 
by Governments on the educational, economic and social 
situation in their countries. 


Ill. ON THE CORRELATION BETWEEN THE WORK OF THE 
CONFERENCE AND THAT OF THE ADVISORY 
COMMITTEE FOR MAJOR PROJECT NUM. 1 


That the conclusions and recommendations adopted in the 
course of the present Conference be transmitted to the 
fourth meeting of the Inter-Governmental Advisory Com- 
mittee for Major Project No. 1 in order that they may be 
taken into account in the consideration of UNESCO’s pro- 
gramme on education in Latin America which is the 
purpose of the said meeting. 


ECONOMIC DEVELOPMENT AND EDUCATION IN LATIN AMERICA* 


INTRODUCTION 


Economic development represents the attempt to raise the 
per capita income level. The achievement of a sustained 
rate of growth in an economy depends upon its ability to 
produce a surplus over current consumption needs and to 
employ this surplus effectively in expanding and improv- 
ing productive capacity by means of capital formation; 
upon the availability of an appropriately trained and 
mobile labour force, the extension of markets to absorb 
the growing volume of output, the development of public 
and private bodies oriented towards policies of economic 
growth, and lastly, upon the economy’s ability and readi- 
ness to absorb technological advances appropriate to its 
stage of economic development. 

However, the process of development is extremely com- 
plex. The economic, political and social influences con- 
cerned are closely interwoven, and thus the economist is 


* UNESCO/ED/CEDES/22, ST/ECLA/CONF.10/L.22, PAU/ 
SEC/22 (23 February 1962), presented by the secretariat of the 
Economic Commission for Latin America at the Conference on 
Educational and Economic and Social Development in Latin Amer- 
ica. 

Some of the statements made in this study will naturally have 
to be revised in the light of the statistical information that be- 
came available after the document had been drafted. This is par- 
ticularly true of the rates of growth of the Latin American prod- 
uct, which are mentioned in section I, 2 (a), and which were also 
influenced by the choice of 1945 as a base year for the com- 
parisons. Between 1950 and 1960, for example, the average rate of 
growth of the regional gross product was only 4.4 per cent an- 
nually which, compared with the demographic rate of growth, 
gives a per capita rate of growth of 1.5 per cent yearly for the 
product. 


faced with problems that cannot be dealt with by means 
of the traditional analytical tools and that do not strictly 
belong to his sphere of activity. Economists agree that the 
main aim of economic development should be to raise 
living standards, but many of them point out that eco- 
nomics alone cannot provide the final answer to such prob- 
lems as optimum income distribution, the proper alloca- 
tion of resources for education and other social services, or 
the standards necessary for meeting man’s basic needs 
in the way of food, clothing and housing. However, al- 
though the solutions to such social problems may depend 
on non-economic values, economic programming — whose 
main purpose is to see that the allocation of resources 
promotes these aims — should take account of the many 
interrelations between human welfare and productive ca- 
pacity, The aim must be to integrate social and economic 
policy so that higher living standards, in addition to being 
an aim in itself, will be part of the process of guiding 
the economic and institutional system and climate so as 
to ensure steady development, and so that development 
can be self-sustaining. 

A summary is given below of the main problems of 
economic development in Latin America. Some of these 
problems are closely and obviously related to education; 
the connexion in other cases is more remote. Nevertheless, 
all these questions should be taken into account in trying 
to obtain a balanced view of the part that education can 
play in the economy and of the optimum allocation of 
resources to education. 


I. ECONOMIC FEATURES OF THE REGION 


1. PRESENT STAGE OF ECONOMIC DEVELOPMENT 
IN LATIN AMERICA 


(a) Per capita income levels 


Average per capita income is an approximate indicator 
of the level of social welfare, since it enables an estimate 
to be made of the goods and services that go to meet the 
needs of families for food, clothing, housing and services 
in general, the social needs; and those in the field of 
public administration. This macro-economic concept also 
includes the volume of goods allocated for the mainte- 
nance of the existing capital and the formation of addi- 
tional productive capacity. Calculations of income can 
only be approximate, because of the theoretical and prac- 
tical difficulties in making such measurements, and above 
all in establising internationally comparable estimates to 
determine relative differences in levels of living. If the 
international position of the Latin American countries is 
judged on this basis, it is seen to be a long way from that 
of the industrialized countries of the Western Hemisphere 
and Europe, and even that of countries in other parts of 
the world; the Latin American countries belong to the 


vast section of the world’s population that lives in highly 
unsatisfactory conditions. Despite the inaccuracy of the 
statistical estimates, table 1 shows that the average per 
capita income of 300 dollars for Latin America as a 
whole represents a third of the corresponding figure for 
Western Europe and one-seventh of that for the United 
States and Canada considered together. 

Although the notion of average per capita income for 
the region as a whole is used, there is no suggestion that 
the various countries belonging to it have reached the 
same stage of economic development. On the contrary, 
the countries of the region vary widely with respect both 
to the level of economic progress and to the nature of the 
economic and social structure. The range in per capita 
income for the twenty countries is enormous. At one 
extreme is Venezuela, largely as a result of the intensive 
exploitation of its vast petroleum resources, with a gross 
product representing 1,000 dollars per capita; at the other 
extreme are Haiti and Bolivia, each with estimated per 
capita incomes of less than 100 dollars. Table 2 shows 
that on the basis of average incomes by country, for 35 
per cent of the population of Latin America per capita 
income is less than 200 dollars, and for only 15 per cent 
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Table 1 


WORLD PER CAPITA DISTRIBUTION OF NATIONAL INCOME AND POPULATION, 
BY REGIONS, 1957 
er LS 


Population 
3 Tr capita 
Region pe ai Se Cumulative 
population ai hes late 3} 
North sAmernicay aaatoeticcee eee 2 050 9 9 
Oceania Py ee eee EES 1090 1 10 
Countries members of the Euro 
pean Organization for Kco- 
nomic Co-operation and De. 
velopment (OFCD) .... . 690 14 24 
Basterm@iuropOss esa. ye jt 62 490 14 38 
HatingeAMeriGG=. Goa, see 2 nite 280 8 46 
Middlesiisst2n to fees 240 co 49 
ATTICA Reed ene it eg elect eae 120 4 53 
ASR PEM at. ster 8 SEER ETRE la 100 47 100 


Sources: S. Andic and A. T. Peacock, “The International Distribution of Income, 1949 and 1957”, 
Journal of the Royal Statistical Society, Series A (General), Vol. 124, Part 2, 1961; P. N. 
Rosenstein-Rodan, “International Aid for Underdeveloped Countries”, The Review of Economics 


and Statistics, Vol. XLIII, No. 2, May 1961. 


Note: The indicator adopted is the gross domestic product at market prices, and the parity pur- 
chasing power of European and Latin American currencies in relation to the dollar is also 
taken into account, the ratio as between the Latin American countries and the members of the 
European Organization for Economic Co-operation and Development being 1 to 3; i.e., the 1955- 
59 average for the per capita gross domestic product was 300 dollars for the first group of coun- 
tries and 900 for the second. See ECLA, The demographic, economic, social and educational 
situation in Latin America (ST/ECLA/CONF.10/L.4), January 1962, p. 15, table 2. 


Table 2 


LATIN AMERICA: PER CAPITA INCOME LEVEL 
AND POPULATION 


Income P P 

level* ercentage ercentage 

+ Country (dollar ect of population of cumulative 

1950 prices) of region” population 
Venezuela ...... 1000 3.32 B202, 
Argentina... .s—. 550 10.74 14.06 
Dragway. 400 1.45 15.51 
Cubist ee 375 3.46 18.97 
Panama <a 350 0.52 19.49 
Ciivlester a ae 325 3.85 23.34 
Colombia or 300 7.41 30.75 
Braz ecg ee oe a 250 33.12 63.87 
Gosta “Ritadacko 250 0.56 64.43 
Whexic0. eas a 200 17.17 81.60 
Dominican Renublic . 200 1.46 83.06 
Perse pence 175 5.36 88.42 
Guatemala .....% 175 1.87 90.29 
Els Salvador ci... 175 1.27 91.56 
Hondliraseno 4. 6 175 0.96 92.52 
Nicaragua 5... 175 0.72 93.24 
Ecuador . 140 2.12 95.36 
Paraguay . pre pee 100 0.89 96.25 
Hatit<tan payee bir as 80 1.87 98.12 
BONN Segoe qo. 1.88 100.00 

Latin America... 300 100.00 


SS cS OS DI POR RS 


Source: For basic income data: ECLA, Economic Bulletin for 
Latin America, Vol. V, Statistical Supplement; for population 
data: ECLA, Economic Bulletin for Latin America, Vol. VI, 
Statistical Supplement. 

" Per capita gross domestic product: 1955-59 average in terms 
of dollars at 1950 prices. Data expressed in terms of current 
prices were converted into dollars by applying the parity ex- 
change rates for 1950. For most countries the figures given 

ies be regarded as no more than a rough indication. 


. 
ro 
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is it more than 500 dollars. The countries with income 
levels that are above the regional average are those in the 
temperate zone of the continent, where the process of eco- 
nomic development began earlier or proceeded more 
rapidly. In recent years, however, as will be shown below, 
the growth rate has been increasing in countries outside 
the temperate zone. It is of interest to compare the distri- 
bution of income in Latin America with some approxi- 
mate figures for the world distribution of income levels 
(see table 3). 

The extremely unequal international distribution of in- 
come is obvious; 65 per cent of the world population, 
with a per capita income of less than 300 dollars, has less 
than 16 per cent of total world income, and the remaining 
35 per cent has 84 per cent of the total. 

These per capita income figures should be taken merely 
as an indication of the range of the existing differences, 
since there is a wide margin of error due to the rough, 
not to say tentative, methods used in estimating the fig- 


Table 3 
INTERNATIONAL INCOME DISTRIBUTION, 1957 


SS SSS a 


Per capita income, Population Income 


by countries 
‘A Percentage 


Upstora. 10056 o> on 50. 
TOM (200 epee ts 
2015300 = Sees 8. 
301-4600. =e a iw 
601-1000 .... 

1001 and over... 


7 
8 
Totals een 100 


Sources: As for table 1. 


ures. In many cases it has been found that a more careful 
estimate, taking account of the real purchasing power of 
national currencies, and of the output that generally does 
not find its way to the market, in the countries in course 
of development, gives dollar incomes higher than those 
shown in these two tables. 


(b) Income distribution 


In addition to the above note of caution with respect to 
the average level of income as a comparative indicator of a 
country’s level of living, it should be noted that the picture 
is incomplete unless the personal, and even regional, dis- 
tribution of income is also taken into account. Conse- 
quently, it may be helpful to indicate, to the extent per- 
mitted by the data available, certain aspects of income 
distribution in the Latin American countries; this will 
give a clearer idea of what might be called the social well- 
being situation in the various countries. 

The present document, being intended merely for in- 
formation, cannot include an analysis of the question of 
the income distribution in relation to economic develop- 
ment. However, it should be emphasized that from this 
standpoint income should be so distributed and _ utilized 
as to ensure the building up of savings to increase pro- 
ductive capacity, and that an extremely unequal distri- 
bution, such as that revealed by certain statistical surveys 
covering a number of Latin American countries, represents 
a serious obstacle to the development process. Further- 
more, it should be added that this situation makes it difh- 
cult to establish the climate of social integration which is 
an essential requirement if the development process is to 
go forward steadily. 

Generally speaking it is found that in the industrial 
countries with a higher level of income there is a more 
equitable distribution, both personal and functional, be- 
tween capital and labour than there is in countries with a 
low level of income. 


(i) Distribution by income brackets. Little information 
is available on distribution by income brackets in the 
Latin American countries and it may be summed up 
briefly. A recent estimate shows that in Chile in 1954 a 
group in the highest income brackets, representing less 
than 3 per cent of all income recipients, received a quarter 
of the total personal income, whereas at the other end of 
the scale a group representing 55 per cent received less 
than 16 per cent of the total. In Mexico it was estimated 
that in 1957 a group of families in the highest brackets 
representing less than 5 per cent of all income recipients 
received over 36 per cent of the personal income, whereas 
at the other extreme 56 per cent of families received only 
19 per cent of the total. Data for 1950 for El Salvador 
show that less than 8 per cent of the families received 
more than half the personal income for the country, 
whereas 61 per cent received only one-fifth of the total. 
The Shoup Committee, in its study of the fiscal system 
of Venezuela, pointed out that “about one-eighth of the 
income-receivers get one-half of total income. At the other 
extreme, 45 per cent get about one-tenth of the income.” 
Lastly, a recent study made in Ecuador showed that 78 
per cent of the population received less than 55 per cent 


1 Statistical estimates of personal income distribution present 
a number of problems owing to the lack of specific data and also 
because over-all statistics which might be useful for this purpose 
are notoriously apt to be lacking in the countries of the region. 


of the national income, whereas slightly over one per cent 
accounted for 17 per cent of the total. 

Such data as could be compiled on personal income 
distribution in several Latin American countries are 
given in table 4, and figures for other countries outside 
the region have been added as points of reference by which 
to characterize the phenomenon described. In view of the 
statistical difficulties referred to, the data relate to differ- 
ent years and to brackets of varying size, depending upon 
the country, and the reliability of the sources and methods 
of calculation varies from country to country, so that they 
are only significant as a means of indicating the size or 
significance of the differences in personal income distri- 
bution from one country to another. The extremes of the 
income distribution scale in each country are indicated 
in the table which shows, on the one hand, the share 
of personal income of the group of persons, families or 
domestic units which receive the highest income and, on 
the other hand, the share of total personal income for the 
low income group. 

It thus appears that in the United Kingdom and the 
United States, where the distribution pattern is very 
similar, the highest income bracket, comprising 10 per cent 
of the units, receives about 30 per cent of the total per- 
sonal income, whereas the lowest brackets, representing 
60 per cent of the units, receive approximately one-third. 
If other European countries are included, income dis- 
tribution in the economically developed countries may be 
described as follows on the basis of the data in table 4. 
The upper bracket, comprising 10 per cent of the units, 
receives 30 per cent of the total personal income; the 
middle bracket, consisting of 30 per cent of the units, 
receives 40 per cent, and the lower bracket, comprising 
60 per cent of the units, receives 30 per cent. 

This distribution would be somewhat less uneven if 
account were taken of the impact of taxation, which would 
widen the gap between these countries and those of Latin 
America where taxes are not as heavy (see table 5). 

A comparison of this distribution with the scanty data 
available in the Latin American countries shows that the 
inequality is greatest in the upper income brackets. It 
would appear that in the countries under consideration 
only 10 per cent of the units receive an average of about 
45 per cent of the income, whereas in the industrialized 
countries the 10 per cent comprising the highest income 
bracket receive less than one-third of the personal income. 

Figure I gives distribution curves for the countries 
considered and shows the more uneven over-all distri- 
bution of the low income countries. The diagonal line 
represents absolutely equal distribution so that the curves 
indicate distributions which become more uneven the 
more they deviate from the diagonal line. Compared 
with other countries, and in relative terms, it might be 
said that in the Latin American countries considered, the 
poor are poorer and the rich are very rich indeed. In 
fact, the outstanding feature emerging from these initial 
and provisional analyses of income distribution in Latin 
America is the extremely low level of living of the broad 
masses of the population, which is hardly shown by the 
average per capita income figure and — to say nothing 
of the value of these statistical estimates — the wide 
gaps which exist between social groups. While these gaps 
are to be found in other countries, they are much wider 
in Latin America. 


(ii) Regional distribution. It is common in all countries 
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Table 4 


DISTRIBUTION OF PERSONAL INCOME BY INCOME BRACKETS 
IN SELECTED COUNTRIES 


RR A A EA A AZ SE EA SS ET SL ED 


Upper income brackets 


Lower income brackets 


Percentage Percentage of Percentage Percentage of 


Country Year of persons total personal of persons total personal 
or families income or families income 
Chil 6 se Dy actrees cis tcl, 1954 25 48.1 54.9 15.7 
Heuadoternacsma. asics faces 1950 1.2 17.0 78.1 54.7 
Ele Salvadoreaese eon ae 1950 7.9 51.3 60.9 19.5 
IM@xXIGOE tiem eben sens ects 1957 4.9 36.6 65.0 25.0 
Venezuela . 7 ae eeeeceee 1957 12.0 49.0 45.0 9.0 
Ceylon eitites. iii ieeitegs 930% 1950 20.0 50.0 60.0 30.0 
DVGia ga ec Ma eee mec shes 1949-50 20.0 55.0 60.0 28.0 
Puertomnhicoer ae) ass 1946-47 10.0 40.8 60.0 23.6 
Denmarkte 20s oh 2% 1952 10.0 30.7 60.0 29.5 
Netherlands! see... 40.0 1950 10.0 35.0 60.0 29.5 
United Kingdom . . ... 1952 10.0 30.0 60.0 34.0 
Federal Republic of Germany 1950 10.0 34.0 60.0 29.0 
Sweden . RO a Me eee ay 1948 10.0 30.3 60.0 29.1 
Wnitedestatesm ara eee oe 1952 10.0 31.0 60.0 32.0 
ltaly sree? O.0 sete gases 1948 10.0 34.1 60.0 ole 


Sources ror Latin AMERICA: ; : 
Chile: Roberto Jadue, Distribucion probable del ingreso de las personas en Chile: periodo 1940- 
54 (graduation thesis submitted at the School of Economics, University of Chile). Mexico: Ifige- 
nia M. de Navarrete, La distribucién del ingreso y el desarrollo de México (Instituto de Investi- 
gaciones Econémicas, Escuela Nacional de Economia, México City, 1960). Venezuela: The Shoup 
Mission, The fiscal system of Venezuela: a report (Baltimore, Johns Hopkins Press, 1959). 
Ecuador: Reinaldo Torres Caicedo, Los estratos socio-econdmicos del Ecuador. Un ensayo de 
cuantificacion (Quito, Junta Nacional de Planificacién y Coordinacion Econémica, 1960). Com- 
mentary in El Trimestre Econémico, Mexico City, October-December 1961. El Salvador: W. Af 
Feurlein, “Medidas propuestas para fomentar el desarrollo econdmico de El Salvador”, Revista 
de Economia de El Salvador, Vol. V, Nos. 13-16, January-December 1953. 

SOURCES FOR COUNTRIES OUTSIDE LATIN AMERICA: 

United States and United Kingdom: Harold Lydall and John B. Lansing, “A comparison of the 
distributions of personal income and wealth in the United States and Great Britain”, The 
American Economic Review, March 1959, No. 1, Italy and Puerto Rico: United Nations, National 
income and its distribution in under-developed countries (Statistical Papers, Series E, No. 3, 
Sales No. 1951 XVII.3), chapter IV. Denmark, Netherlands, Federal Republic of Germany and 
Sweden: United Nations (ECE), Economic Survey of Europe in 1956 (Geneva, 1957), chapter 
IX. Ceylon and India: Simon Kuznets, “Economic growth and income inequality”, The Amer- 
ican Economic Review, March 1955, No. 1. 

Norte: The almost complete dearth of data on personal income distribution in Latin American 
countries is illustrated by the fact that only five of the twenty countries in the region provide 
information on the subject: Chile, Mexico, El Salvador, Ecuador and Venezuela. In all these 
cases the information is based on trial attempts which are more or less private in nature, and 
consequently it cannot be regarded as representing the official estimates of the countries con- 
cerned. Moreover, of the five countries, only Chile and Mexico appear to have followed a fairly 
strict method and obtained reasonably full information. These two sets of data represent specific 
studies, whereas those for the other three countries are no more than incomplete estimates based 
on broader studies. With respect to the countries outside the region, the statistics on income 
distribution are not generally available, and those that can be studied seem to be subject to 
rather wide margins of error. However, in the more advanced economies the basic material for 
such calculations may be more accessible than it is in Latin America. 


for average income levels to be higher in cities than in 
rural areas or for some regions in a country to develop 
more rapidly than others, thus creating differences in 
income levels. These differences are much sharper in the 
Latin American countries. In Mexico, for instance, it 
is estimated that the average family income in Mexico 
City is nearly three times as high as it is in poorer 
rural areas such as Oaxaca in the southern part of the 
country.” According to the Shoup report,? the gap be- 
tween urban and rural income in Venezuela is even 
wider. Average income in Caracas is estimated to be 


* Secretaria de Industria y Comercio, Departamento de Mues- 
treo, Ingresos y egresos de las familias en la Repiblica Mexicana, 
July 1958, Mexico City, 1960. 

* Carl S. Shoup, Informe sobre el sistema fiscal de Venezuela, 
Ministerio de Hacienda,’ 2 volumes, Caracas, 1960. 
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ten times as high as in the rural areas. By way of 
comparison, it might be noted that in the United King- 
dom the per capita income of families living in cities in 
1953-54 was estimated to be only 5 per cent higher than 
per capita income in non-urban areas.* 

It is a fact in most Latin American countries that there 
are both relatively developed regions and poor, eco- 
nomically backward, areas. The contrast is so marked 
that it is sometimes hard to realize that the areas belong 
to the same country, For instance, estimates made in 
Brazil show that seven central and southern states, which 
together account for only 30 per cent of the total popu- 
lation, receive about 80 per cent of the national income, 


* United Kingdom, Ministry of Labour, Report of an Engui 
into Household Expenditure, London, 1953-54. ; serhe gt 


Table 5 


INCOME DISTRIBUTION BEFORE AND AFTER TAX, IN SELECTED COUNTRIES 


(Percentages) 


en essences 


Income 
Country Households Country Households ee: 

A B A B 

Venezuela: 1957 . . . 45 9 10 United States: 1952 . 50 23 24 
43 42 43 40 46 48 

12 49 47 10 31 28 

100 100 100 100 100 100 

Denmark: 1952... 50 21 3k) Netherlands: 1950 . . 60 29 32 
40 48 50 30 36 38 

10 31 27 10 35 30 

100 100 100 100 100 100 

United Kingdom: 1952 50 25 26 Sweden: 1948 . ... 50 20 22 
40 45 48 40 50 51 

10 30 26 10 30 27 

100 100 100 100 100 100 


Sources: As for table 4, with respect to the relevant countries. 


A = Before tax. 
B = After tax. 


Figure I 
INCOME DISTRIBUTION IN SELECTED COUNTRIES 
(Percentages) 
NATURAL SCALE 


=== UNITED STATES (1952) 
———_‘ UNITED KINGDOM (1952) 
wooeess MEXICO (1957) 

—— CHILE (1954) 


aoe INDIA (1950) 
Units of expenditue 
100, 


° 


203055240) £502 60E 70-60 > 90: 


100 


Personal income 


Source: See table 4. 


and that the state of Guanabara (formerly the city of 
Rio de Janeiro) has a per capita income nearly fourteen 
times higher than the state of Piaui, which has the 
lowest per capita income level in the country.® In Peru, 
per capita income in the coastal area is six times as high 
as in the backwoods.® In this connexion, the United 
States offers an interesting point of comparison. There, 
the ratio between the most developed and least developed 
regions is 2 to 1. From a per capita income standpoint, 
the widest gap between states is only 3 to 1.7 


(iii) Functional distribution of income. Complex eco- 
nomic and other phenomena which affect the personal 
and regional distribution of income already studied in 
earlier sections also influence the distribution of income 
among the various factors of the productive process. 
The data contained in table 6 show the share of wages 
and salaries in the national income in some Latin Amer- 
ican countries and in others outside the region.® It is 
seen that wages and salaries make up a higher share of 
the national income in the industrialized countries than 
in those of Latin America or in other countries where 
the level of income is low. 

There are, moreover, marked differences in wages and 
salaries, depending upon the branch of activity, In Chile,® 


5 G. F. Loeb, Industrialization and Balanced Growth, Gronin- 
gen, Netherlands, 1957, p. 75, table 10. 

6 Banco Central de Reserva del Peri, Actividades productivas 
del Perit. Analisis y perspectivas, Lima, 1961. 

7 United States Department of Commerce, Statistical Abstract 
of the United States, 1960, Washington, D. C., 1960. 

8 Because of a lack of uniformity in the concepts and methods 
of making estimates, statistics on the functional distribution of 
income are not strictly comparable. An attempt has been made 
to adjust the figures in table 6 to the national accounting concepts 
proposed by the United Nations. However, they should be viewed 
as a mere indication of the general extent of the differences in 
distribution between groups of countries. _ 

® ILO, Year Book of Labour Statistics, 1960, Genéva, 1961. 


219 


Table 6 


FUNCTIONAL DISTRIBUTION OF NATIONAL INCOME 
IN SELECTED COUNTRIES, 1957 


(Percentages) 
eo SSS Le Se a er RR ES SR SS TS EE Ee TE 
Other types 


Country Earnings* Banceaie® 
Brazil 2" a cee 48° 52 
Colombigeee eae 36 64 
Eouadore. sce. eae os Di 49 
Hondurasi< +.) case 49 51 
PENEs ete ete eee 42 58 
Anstraliaoien 1-omeemadate 63 37 
Belgium: 7-.ce exon: 56 44 
Gana date eee 69 31 
France 59 41 
Norway ssotetes = sees 59 41 
United Kingdom , . . 73 Pa 
United States .... 70 30 


SS IRE ST EL PES A PE ES ESE RSS SEES EIT EIT REE 


Source: Yearbook of National Accounts Statistics, 1960, United 
Nations Publication, Sales No.: 61, XVII.4. 

* Remuneration of employees and workers: salaries, wages and 

supplementary earnings in money or in kind. 

Including rents and interest, dividends, income of unincorpo- 

rated companies, savings of corporations, direct taxation on 

corporations, government income and interest on the public debt 

and on the consumers’ debt. 

© Excluding salaries and wages in the agricultural sector. 


o 


for example, an industrial worker in 1959 earned five 
times more than a rural worker, while in Venezuela!® it 
is estimated that skilled workers earn three to four times 
as much as unskilled workers in the same enterprise. 


(c) Other indices of economic development and social 
welfare 


Table 7 contains some indicators of the social-economic 
level of the Latin American countries. Some of these indi- 
cators — e.g. the death rate, calorie consumption and 
the coefficient of literacy — to some extent supplement the 
general analysis made in earlier sections on the basis of 
the average per capita income and makes it possible to 
define some features of the specific position of the countries 
concerned. While there is a certain measure of correlation 
between the indicators and the level of income, it is not 
always absolutely accurate. 


2. RECENT GROWTH EXPERIENCE 


(a) Rates of growth of the total and of the per capita 
product 


Since the end of the Second World War, the gross 
domestic product has grown at an approximate annual 
rate of 5 per cent. However, between one Latin American 
country and another rates of growth differ widely (see 
table 8). At one extreme, Venezuela and four of the 
smallest countries in the region have registered annual 
rates of growth exceeding 6 per cent; in Argentina, Bo- 
livia, Haiti and Paraguay, on the other hand, output is 
estimated to have risen by less than 3 per cent during 
the same period. Brazil and Mexico, two of the largest 
and most densely populated countries in Latin America, 


1° Shoup Committee, op. cit. 
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showed rates that were relatively high, although lower 
than those of the group of countries first mentioned. 

The rate of growth of total output in Latin America 
during the post-war period was much the same as in 
some of the industrialized countries of Western Europe. 
The aggregate annual growth rate registered by the group 
comprising the European Organization for Economic Co- 
operation and Development (OECD) from 1948 to 1959 
was 5 per cent, i.e., slightly higher than the rate of 4.6 
per cent estimated for Latin America over the same 
period. In Canada and the United States total output 
increased at annual rates of 4.6 per cent and 3.8 per cent, 
respectively. In contrast, the growth rates shown by the 
countries of Eastern Europe were higher than those of 
the Latin American countries — they are estimated to 
have ranged from 7 to 11 per cent for the material 
product.1! Again, Latin America’s rate of growth com- — 
pares unfavourably with that of certain countries in other 
regions in the process of development. 

If per capita growth rates are taken into consideration, 
not only does the rate of development of the Latin Amer- 
ican countries look much less satisfactory, but striking 
differences in intensity between their growth and that of 
other parts of the world become apparent. The reason is 
that the annual rate of population growth in Latin Amer- 
ica has been 2.5 per cent during the post-war period 
— higher than that of any other region in the world, 
and of course far exceeding that of the industrialized 
countries. As the rate of growth of the per capita product 
has been only 2.4 per cent in Latin America during the 
last fifteen years, the implication is that during that 
period per capita income has increased by only 87 dollars 
(at 1950 prices). In some of the countries of the region, 
per capita income levels have scarcely improved at all, 
and have even declined during the last few years (see 
table 8). In the region as a whole, the total and the per 
capita product have increased at average annual rates 
of 4.9 and 2.4 per cent respectively, since the end of the 
Second World War; but their growth has not been uni- 
form. There have been booms, slacker periods and even 
slumps, as can be seen from table 8 and figure II. 

Broadly speaking, from the end of the Second World 
War until 1951 the rate of growth of total output in- 
creased, mainly owing to the direct and indirect influence 
of world demand. During that period, Latin America’s 
traditional export commodities reaped the benefit of a 
steady demand generated by the requirements deriving 
first from European reconstruction and subsequently from 
strategic stock-piling of raw materials during the hostil- 
ities in Korea. From about 1954 onwards, however, world 
demand for a number of Latin America’s staple export 
items showed signs of contracting, and as a result, in 
many of the countries of the region the capacity to import 
deteriorated. In these unfavourable economic circum- 
stances, efforts were made to consolidate and raise the 
level _of internal economic activity. In some countries 
inflationary pressures were intensified, while in others, 
where measures to stabilize the economy were adopted, 
it was found difficult to maintain the process of growth 
and even the level of per capita income. The effects of 
the weakening of external purchasing power have been 


“ Preliminary data prepared by the Economic Commission for 
Europe. The sectors of production in Latin America which corre- 
spond approximately to the concept of the material product also 


show growth rates lower than those registered in the countries of 
Eastern Europe. 


Table 7 


LATIN AMERICA: RELATION BETWEEN PER CAPITA PRODUCT LEVELS AND OTHER 


INDICATORS OF ECONOMIC AND SOCIAL WELFARE 


SSS 


Per capita Percent- 
haat $ Infant Daily age of 
Gross do- e i mortality R cee popula- 
mestic N on-indus- Bikpe- cons rate in Rea tion aged 
product I Sheer sumption, AAAS, tion of 15 years 
Country 1957-59 Sansiien i 1957 foes calories and over 
eda ty tion, 1968 (kilo- 1000 in recent taught 
(dollars at (kWh) grammes) bi years i read 
1950 prices) pirths) and write, 
1950 
(1) (2) (3) (4) (5) (6) 
Venezuelz . . 1 000 186 4.3 59 2 300 52 
Argentina... . 550 167 8.3 61 3 040 86 
Uruguay 400 205 5.4 73 3110 85 
St Sa an eet 375 183 6.8 — 2 730 78 
Panama 350 117 3.0 60 -- 70 
Chiles soe aire: 325 138 4.1 120 2 450 80 
Colombia : 300 98 3.9 97 2170 62 
Brazil See 250 125 4.5 94* 2 500 49 
Costa: Ried “<i ". 250 24 Osh 89 1 966 79 
Mexico . e7o 200 115 4.1 80 2 560 57 
Dominican Rep. . 200 _ ies TOE ~- 43 
Nicaragua 175 28 2:0 64 —— 38 
Peru . 175 36 vari 85 — 47 
Guatemala . 175 28 2.1 90 — 29 
El Salvador . . 175 69 25 — — 39 
Honduras . . . 175 6 Des 54 2 260 35 
Ecuador 140 40 leg 106 2 230 56 
lege a * 1.0 54 2570 66 
ai ee eS 8 2 185 — — 11 
Bolivias.. =<.) ss 75 32 2.1 91 — 32 


Sources: Column 
Column 


Column 
Column 
Column 


(1): see table 2; 

(2): ECLA, Estado actual y evolucién reciente de la energia eléctrica en Amé- 
rica Latina. Anexos estadisticos (ST/ECLA/CONF.7/L.1.01/Add.1) ; 

(3): FAO, Per capita fibre consumption levels, 1948-1958 ; 

(4) y (6): United Nations, Demographic Yearbook, 1960, New York, 1961; 

(5): FAO, The state of food and agriculture, 1961, Rome, 1961. 


* Relates to Rio de Janeiro. 


Table 8 


LATIN AMERICA: GROWTH OF GROSS DOMESTIC PRODUCT 


(TOTAL AND PER CAPITA) 
(Cumulative annual percentage) 


1945-59 1954-59 
Per capita Per capita 
Country ae Popu- gross eee ee Popu- gross 
te ss oh lation domestic pradurt lation. LES 
product product 
Venezuela... . 5.1 4.8 
Costa Rica . (4 


Nicaragua . 3 
Dominican Rep. . 
Ecuador 

Mexico ..... 
El Salvador... 
Brazil 

Perit 
Colombia . 5 
Honduras... . 


Uruguay 
Guatemala =e, 
Chile 


Argentina. ... 


Boliviaise-ssuse aves 
Latin America . 


eee coe hs get ce peice tt 
BRUNSODOOHE HEH WWORAIH 


ey 
ross 
ow 


APE WOWWW ADB RAMANAAD 
OH OND WhNOKNWAWOOKDOMWOW 
NS PENN NNENNNNNNNNN WWW oo 
ANNE NOOLNAODNWPADOORK HNO 
NS SSSSSON HEE NN Wd www os 

REN EN SWOT RN DW 19 O18 BO 
N NNO BANK DH DNGNDAHAANWUNOS 
NW NEN ENN ENN WN DN & oo O99 BO 
DHNWIPONGKH KH OWDNRNONNBHWO 


WNW NOS BROWWHHORHIOHOiNw 


N 
i 


ee nS 
Source: ECLA, on the basis of national statistics. 


Figure II 


LATIN AMERICA: EVOLUTION OF GROSS DOMESTIC 
PRODUCT, 1945-59 


(Indices: 1945 = 100) 


SEMILOGARITHMIC SCALE 


200 


150 


PER CAPITA 


1945 46 47 48 49 50 5S! S52 53 S4 SS SE 57 SS 59 


so drastic that in the last few years the rate of growth of 
the Latin American product as a whole has barely out- 
stripped that of the population. 


(b) Components of growth 


To judge by per capita income indices for the various 
countries, development in the region has been very uneven 
(see table 8). In some countries (Brazil, Costa Rica, 
Ecuador, Mexico, Nicaragua and Venezuela), growth has 
been much more rapid than the average for the region 
as a whole; in another group (Argentina, Bolivia, Chile 
and Uruguay) growth has been much slower, and in 
recent years per capita income has been practically at 
a standstill. 

Generally speaking, relatively high rates of growth 
have been attained by those countries where there has 
been an expansion of internal and/or of external demand, 
and where idle production capacity has been success- 
fully utilized or existing production capacity expanded 
in the way best calculated to meet that expansion. 

A study of the development of the components of de- 
mand in relation to those of supply shows that the highest 
rates of growth are found in those countries where real 
exports and investment are established on relatively sound 
bases and where, on the supply side, agricultural and/or 
industrial production constitute the fountainhead of pro- 
gress. The stimulus provided by the external sector has 
operated in some countries through traditional commo- 
dities, such as petroleum, coffee and bananas; and in 
others, through new lines of agricultural production, as 
in the case of Mexico, In these countries, too, the more 
rapid increase in the purchasing power of exports has 
facilitated the process of readjustment of supply to changes 
in the volume and composition of demand. To some 
extent, Brazil affords an example of a country which, 
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despite an unfavourable trend in the external sector, has 
maintained its growth through internal development. 

On the other hand, in countries where the rate of 
growth is relatively slow, exports have remained station- 
ary and internal demand has been generated by consump- 
tion rather than by investment. On the supply side, while 
agricultural production has lagged behind, the output of 
the industrial sector has increased. Lastly, the services 
sector has expanded more rapidly than total supply. 

The results of the joint action of these forces are re- 
flected in the post-war growth rate of the product, as can 
be seen in figure III, which gives gross domestic product 
indices for nine Latin American countries. 

Thus, with a few exceptions, the growth experience of 
the Latin American countries in the last decade suggests 
that for reasons associated with stagnating external de- 
mand or with supply rigidities at home, or with both, the 
traditional export sector can no longer be relied upon as 
in the past to provide the sole dynamic element for eco- 
nomic growth. The annual growth rate of per capita out- 
put (2.4 per cent) is clearly below the rate required for 
a rapid increase in economic and social levels. Conse- 
quently, new sources of economic growth must be energeti- 
cally sought in a full measure of industrialization and in 
the diversification of external trade, and these aims in 
turn imply the need for significant changes both in the 
economic structure of the Latin American countries and 
in certain economic institutions. 


Figure III 


LATIN AMERICA: EVOLUTION OF GROSS DOMESTIC 
PRODUCT, BY COUNTRIES, 1945-59 


(Indices: 1945 = 100) 
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Source: ECLA, on the basis of national statistics. 


Figure IV 


LATIN AMERICA: STRUCTURE OF GROSS DOMESTIC 
PRODUCT BY SECTORS OF ECONOMIC ACTIVITY 


(At 1950 prices) 
(Percentages) 


NATURAL SCALE 
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3. THE STRUCTURE OF PRODUCTION AND EMPLOYMENT 
AND PRODUCTIVITY 


(a) Production 


It can be seen from figure IV that despite the changes 
which have taken place in the Latin Ameriuan countries 
since the Second World War, primary economic activity 
— constituted by the agricultural and mining sectors — 
is still the main source of output, since it contributes 
about 28 per cent to the formation of the gross regional 
product. Nevertheless, this proportion is not representa- 
tive of most of the individual Latin American countries. 
Excluding Argentina, Brazil and Mexico, where the share 
of the primary sectors is below the regional average, in 
the majority of the remaining countries the proportion in 
question is usually higher. It is enlightening to note that 
in Canada the contribution of primary activities to the 
gross product (barely 11 per cent) is much smaller than 
in Latin America, although Canada is among the leading 
exporters of agricultural and mining commodities. On the 
other hand, the average percentage for Latin America is 
closer to those registered for the countries of Southern 
Europe (see table 9). In Italy, for example, the corre- 
sponding proportion is 20 per cent, while in Greece it 
rises to as much as 32 per cent. 

In Latin America the industrial sector generates 25 per 
cent of the product, i.e., a smaller proportion than in the 
more industrialized countries of North America or West- 
ern Europe. Within the average for Latin America as a 
whole, the contribution of the industrial sector varies to a 
marked extent, fluctuating between 17 and 26 per cent for 
the countries included in the table. In contrast, in the 


Table 9 
COMPOSITION OF GROSS DOMESTIC PRODUCT. BY MAJOR 
ECONOMIC SECTORS, IN SELECTED COUNTRIES, 1959 
(Percentage of gross domestic product at factor cost) 


SS 


Primary 


Cunt ‘ Industrial is 7 
ountry ECan ee Services 
Latin America 28 25 47 
ATEN UNA Tes ary Gee 24 25 bye 
Braziltene = PORES glee 5 27 258 48 
Ghile*es eo Shs gen es 18 26 56 
Colombian ere 40 21 39 
Plesalvadorae sens 9s Ou 22 41 
Mexicocets. sus maw s 23 25 52 
Per see rege 37 17 46 
Venezuela’ |. 4.2 . Bis 18 45 
Other countries 
WAanad deems cae. 11 33 56 
(GrEECE pt eh. nye 32 28 40 
Italve aun. seh eect ott ee 20 39 4] 
UnitedsStates>) =. : 5 36 59 


Sources: Latin America: ECLA, Economic Bulletin for Latin 
America, Vol. VI, Statistical Supplement. Other countries: 
Kuropean Organization for Economic Co-operation and De- 
velopment (OECD), General Statistics, July 1961. 

* Including agriculture and mining. 

» Including manufacturing industry and construction. 

© Including transport, communications, government services, finance 

and trade, and other services. 

Net domestic product at factor cost. 

® Gross domestic product at 1950 market prices. 

Gross domestic product at 1957 market prices. 

® Including mining and electricity. 

» Including the petroleum sector. 


United States and Canada the corresponding proportions 
are 36 and 33 per cent, respectively.1? 

The share in the generation of the product correspond- 
ing to those activities usually included under the generic 
term “‘services” is relatively high in Latin America (see 
table 9), and is close to that registered in countries with 
high income levels. This characteristic of the region might 
be interpreted as an exception to the generally-accepted 
hypothesis that there is a positive correlation between the 
contribution of services to the domestic product and real 
income levels. But in such international comparisons al- 
lowance must be made for the influence of a variety of 
factors, some of which are peculiar to countries in the 
process of development. In the first place, there will prob- 
ably have been a tendency to overestimate the value of 
services, owing to the well-known scantiness of statistical 
data in the Latin American countries. Secondly, the fol- 
lowing factors might be pointed out as conducive to exag- 
geration of the services sector’s share in the product: (i) 
exports of primary commodities entail a relatively sub- 
stantial volume of transport, bank and marketing serv- 
ices;!° (ii) agricultural production, which is the region’s 


12 These coefficients are of course influenced by the relative 
prices prevailing for each sector of activity in each of the countries © 
concerned. Obviously, however, an adjustment to eliminate dif- 
ferences in relative prices would make no difference to the general 
conclusions reached in the present report. 

18 Tn 1959 commercial and financial services contributed 19 per 
cent of the gross product of the region as a whole. This propor- 
tion is the same as that registered in Canada, where per capita 
income is approximately five times higher than the average for 
Latin America, and which, moreover, is one of the countries carry- 
ing on most trade in the world. 
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Table 10 
STRUCTURE OF EMPLOYMENT IN LATIN AMERICA AND SELECTED NON-LATIN AMERICAN COUNTRIES, 1950* 


(Percentages) 
ee 
pe 
; i Kingd Republic 
Sector je Australia Belgium Canada Denmark ee Norway Unsted ee 
Germany 
Agriculture: 4) sicujenene 53.0 15.4 12.1 19.0 23.6 12.2 25.8 4.9 Zone 
Miniig6 sc eee 1.0 17 5.5 2.0 ‘cs 1.6 0.7 3.8 fi 
Manufacturing industry. 13.0 25:3 Sal 25.% 28.8° 26.8 25.7 37.4 41.9 
Gonstruction nese eae 3.0 1? 5.6 6.6 6.9 6.2 9.2 6.2 25 
Services aclte steer: 30.0 50.4 39.1 46.7 40.7 Dae, 38.6 47.7 34.9 
Totals ee 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 


Sources: ECLA, Estudio sobre la mano de obra en América Latina, presented at the seventh session of the Commission (Conference 
Room Paper No. 2), May 1957; International Labour Organization (ILO), Yearbook of labour statistics, 1954, Geneva, 1954. 


* For some countries the census year nearest to 1950 was taken. 
» Including mining. 


© Including mining, construction and public utilities (electricity, gas and water). 


most important activity, seems to involve relatively higher 
marketing costs than in other countries; (iii) the educa- 
tional system, of a predominantly traditional and huma- 
nistic type, trains professional level workers who have 
little opportunity of obtaining employment in activities 
other than servces; (iv) there is a high proportion of 
workers on own account who (in default of alternative 
employment opportunities in other sectors of the econo- 
my) offer a wide range of services that in more developed 
countries are either non-existent or are mass-provided by 
firms established for the purpose; and, lastly, (v) the 
relative importance of services such as domestic help is 
considerable, in consequence of the abundance of un- 


skilled labour. 


(b) Employment and productivity 


The structure of employment in Latin America shows, 
perhaps better than that of production, the characteristics 
common to countries with low income levels. As can be 


seen from table 10, in 1950 the agricultural sector pro- 
vided employment for more than half the region’s eco- 
nomically active population,'* whereas manufacturing 
and construction together absorbed only 16 per cent. The 
striking preponderance of employment in the agricultural 
sector is enhanced by comparison with the distribution of 
the active population in countries like Australia, Canada 
and Denmark, where the role of agricultural production 
is of primary importance in the economy as a whole; the 
coefficient of employment in agriculture in these countries 
does not exceed 30 per cent, in contrast with the 50 per 
cent noted for Latin America. 

A comparison of the inter-sectoral structure of produc- 
tion and employment throws into relief the basic dis- 
equilibria in the Latin American economies. Table 11 


** No data on the sectoral distribution of employment in the 
Latin American countries are available for recent years. However, 
approximate estimates suggest that the current structure of employ- 
ment is as follows: agriculture, 50 per cent; mining, 1 per cent; 
construction, 4 per cent; manufacturing industry, 14 per cent; 
services, 31 per cent. 


Table 11 


LATIN AMERICA AND UNITED STATES: STRUCTURE OF EMPLOYMENT, PRODUCT AND PRODUCTIVITY, 
BY SECTORS, 1950 


a 


Latin America 


Siecntire Structure Product 

Sectors of employ- of fies P mei 

chai! product (dollars) 

Percentages 

Agriculture... ....- 53.0 24.0 356 
MB hav Oe See oie ae 1.0 4.0 3 198 
Manufacturing industry . 13.0 19.0 1167 
Constructions 56-020. 3.0 4.0 884 
DELVICES se2ts tee 30.0 49.0 1276 
Gross domestic product 100.0 100.0 781 


United States 


Produc- Produc- 
ey of tivity of 
each sector each sector 
in relation Structure Sets ise 5 in relation 
to as of employ- Actress P person to total 
ss Acc MERE, product (dollars) produc- 
ivity tivity 
(total Perpeni (total 
produc- eS produc- 
tivity ivi 
= 100 = 100 
46 12.2 6.4 2 274 52 
409 16 1.9 5 159 119 
149 26.8 28.4 4607 106 
113 6.2 4.4 3 062 70 
163 Dae 58.9 4818 111 
100 100.0 100.0 4.347 100 


Sources: ECLA, on the basis of national statistics; International Lab O isati isti 
cit., Yearbook of National Accounts Statistics 1957, United Nations peblivation “salar Now Sone sel eget 


f 
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Table 12 


CHANGES IN THE MARKETS OF DESTINATION OF LATIN 
AMERICAN EXPORTS', 1938, 1948 AND 1959 


(Percentages) 


Lr PRESS 
Market of destination 


(country or region) 1938 1948 1959 
WIDILED LOLALES Sic ce 30.1 Sy. 44.8 
Canada yet: ae Tet 1.9 1.6 
Western Europe (exciud- 

ing the United kingdom) 30.1 Ships 30.6 
United Kingdom ; Lo 13.1 8.9 
apap Mere ARTE Gs 1.4 0.9 SL 
USSR and Eastern Europe GS 1.4 1.8 
tremor oo dats 17.5 10.2 9.2 

oS GS ee egeerermes (i 100.0 100.0 
Inter-Latin American trade 

(as a percentage of to- 

TAIN TACE) Untalse oh ea) 6.1 9.2 8.4 


Source: Yearbook of International Trade Statistics, 1959, United 
Nations publication, Sales No.: 60.XVII.2, Vol. I. 
* Fob. value, in dollars. 


presents estimates of the product per employed person in 
each sector of economic activity in 1950, for the region 
as a whole. 

The agricultural sector, which employs more than half 
the active population contributes only one-fourth of the 
gross regional product. Consequently, its productivity, 
expressed in terms of the relation between the product 
generated in the sector and employment in agriculture, is 
extremely low, and represents not more than 46 per cent 
of average productivity for the economy as a whole. The 
disparities resulting from comparison with other sectors 
are more marked. Thus, the output of the agricultural sec- 
tor is one-third of that obtained from manufacturing 
activities, one-tenth of mining output (including petro- 
leum) and two-fifths of the output of construction. Com- 
parison with the United States shows that there too the 
productivity of the agricultural sector is very low in 
relation to that of other activities. But the peculiar feature 
of the Latin American economies is that sectoral differ- 
ences in productivity are much more marked than in 
countries with higher income levels; in the latter, more- 
over, as is well exemplified in the United States, the 
lower degree of productivity affects sectors whose share 
both in the product and in the labour force is much less 
significant than in Latin America. To this must be added 
the striking disparity between absolute levels revealed by 
a comparison of the statistics given in table 11. This 
structural disequilibrium is clearly observable in figure 
V, which indicates sectora] productivity differences in 
relation to the average for the economy as a whole, as 
well as the share of each sector of activity in the forma- 
tion of the total product in a group of Latin American 
countries and in four non-Latin American countries with 
high income levels. Figure V shows the difference in pro- 
ductivity between the Latin American and the industrial- 
ized countries by economic sectors, and puts, as it were, 
in a nutshell, elements of disequilibrium, sectoral rigidities 
and obstacles to the mobility of the factors of production 
which are characteristic of economies in the early stages of 
development or passing through a phase of economic stag- 
nation. 


Table 13 


VALUE* OF INTRA-REGIONAL TRADE, 1959 


(Percentage of total trade) 


LLL CS 


Region Percentage 
EVEL IA OLICR ea MW 2 os stints ueoke. Gn wo gceee 8.4 
Western Europe... .. . Hee Rane hl cs 54.1 
European Economic Community . . . ee Se 32.4 
USSR and Eastern Europe... . . Non es 61.1 
Asiaga(Sterling area), . 0 .. Api ee ae De) 
PEL PES oo Ihe. ea ae te 8.8 
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Source: United Nations Statistical Office, Yearbook of Inter- 
national Trade Statistics, 1959, op. cit., Vol. I. 
* Fob. value in dollars. 


In particular, sectoral differences in productivity are 
the most striking in the Latin American countries because 
of the high level reached by the extractive industries 
producing for export, as in the case of petroleum. The 
agricultural export sector is also characterized by rela- 
tively high productivity, which is no longer the case when 
agriculture.as a whole is considered, since the levels 
registered for non-export activities are minimal. 


4, THE GEOGRAPHICAL ORIENTATION OF LATIN AMERICA’S 
EXTERNAL TRADE 


During the last two decades the structure of Latin Amer- 
ica’s export market has undergone significant changes. 
The United States took an increasing share of Latin 
American exports during this period, and by 1959 had 
become the dominant market, with 45 per cent of the 
total (see table 12). Exports to the United Kingdom 
declined substantially between 1938 and 1959 as a per- 
centage of the total, while the share going to the rest of 
Western Europe remained virtually constant. This orienta- 
tion of the region’s exports towards the United States 
means that any fluctuations in economic activity in the 
United States have an undue influence on the Latin Amer- 
ican economies, Intra-regional trade has increased rela- 
tively little. In the early post-war years, trade among the 
various Latin American countries increased, owing to the 
dislocations in world markets in the aftermath of the 
Second World War, but since that time the total value of 
intra-regional trade has declined. 

The weak economic ties between the Latin American 
countries is another economic characteristic of the region. 
In 1959 more than half of the trade of Western Europe 
and almost a third of that of the European Economic 
Community (EEC) flowed among the countries which 
make up those two regions, and the proportion of intra- 
regional trade among the Eastern European countries is 
even higher (see table 13). In contrast to this, intra- 
regional trade in Latin America in that year amounted to 
only about 8 per cent of the regional total, a figure which 
was even lower than that recorded the same year in 
Africa, where per capita income levels are considerably 
lower than those in Latin America. This is an indication 
of the economic isolation prevailing among the Latin 
American countries, but also of the enormous potentialities 
for growth of intra-regional trade, which could in the 
final analysis help to increase the general rate of economic 
development in Latin America. 
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Figure V 
RELATIVE PRODUCTIVITY BY SECTOR, ABOUT 1950 


(Vertical axes: percentage of gross product generated in the sector) (Horizontal axis: percentage difference between productivity in the 
sector and average productivity for all sectors) 
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Latin America: ECLA, Economic Bulletin for Latin America, Vol. V, Statistical Supplement, Nov. 1960. Sn eae 
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If. OBSTACLES TO ECONOMIC DEVELOPMENT 


The process of economic development, by its very na- 
ture, implies a change in the traditional system of eco- 
nomic organization, accompanied by an improvement in 
the quality of the productive factors which are available 
to the economy. For most under-developed countries, and 
in particular for those in which an immediate improve- 
ment in the levels of living of the people is desired, the 
changes required represent a sharp break with the past. 
Not only must productive factors be improved in quality 
and redistributed among the various sectors of economic 
activity to conform more closely with changed patterns 
of foreign and domestic demand, but these adjustments 
must be made relatively quickly. Yet capital cannot be 
transformed or put into place overnight; as a general rule 
the average level of education and training can be raised 
only over relatively long periods of time; and institutions 
cannot readily be altered to conform more closely with 
the requirements of rapid economic advance. Clearly 
there are numerous physical obstacles in the way of a 
rapid and smooth process of adjustment, and their magni- 
tude will vary from country to country. To the extent 
that the pricing system operates reasonably effectively in 
its function as an allocator of resources, the process of 
adjustment is facilitated. But it is one of the common 
characteristics of under-developed economies that the 


pricing process does not work effectively, at least not in 
all economic sectors. 

The following paragraphs review in broad terms a 
number of the most crucial economic problem areas for 
the Latin American economies. 


1. ROLE OF INVESTMENT AND THE FORMATION 
OF PRODUCTIVE CAPACITY 


No country can attain a satisfactory and sustained rate 
of economic growth unless it increases its productive ca- 
pacity, and this in turn depends on the proportion of the 
national product made available annually for replacement 
and the purchase of new plant and machinery, for trans- 
port facilities, and for the construction of the buildings 
and public works in general that go to make up a coun- 
try’s basic social capital. The greater the total savings 
that can be transformed into investments of this type, the 
greater the country’s ability to alter its productive struc- 
ture in the face of the changes in the pattern of domestic 
and foreign demand that result from the development 
process. Moreover, the annual proportion of such invest- 
ment in relation to the national product is to some extent 
an index of the rate at which technological progress is 
being introduced into the economic system. In this respect 


Table 14 


LATIN AMERICA: INDICATORS OF THE AVAILABILITY OF BASIC ECONOMIC 
AND SOCIAL CAPITAL 


Primary schools 


Improved high- Agricultural 
shove and rail- Electricity tractors (enrolment as a 
* * 10 000 percentage 
Country ways (kilometres capacity (per bf the 
per 10000 hectares (Watts per hectares of Sion 
of arable land)* capita) arable land) a Se 5-14) 
1954 or 1955 early fifties eonaeies 
FAT PONT eels aoe 33 118 10 68 
olivia : 34 34 21 28? 
Braziie ss ae 67 63 15 34 
Colombia . 43 44 26 30 
Costa Rica 61 106 13 51 
(ubaye tare eae os 41 115 48 43 
Chilote ts. a eee os 137 142 36 56 
Eewador*= eee: 25 24 3 42 
Hil sSalvadorez tsar ies 68 34 9 33 
United States... .. 207 920 222 86 
Guatemalay era's 80 16 6° 23 
Plattiemect sy ere te 72 12 1 20 
Honduras 35 15 Bie 27 
Mexico . 44 79 25 47 
Nicaragua 16 34 52 35 
i SS TETCTAT EN, kes Se SRR 41 if 4 = 
Parapuayee es ee. a 14 
Bear , ete ea Sao 164 64 24 42 
Dominican Republic . 42 51 mond) 45 
UWragiayn cae os Mies 61 124 16 45 
Veneznelas on. 39 94 15 43 


SN ____ el 


Sources: Columns (1), (2) and (3): International Bank for Reconstruction and Development, 
Comparatvie data on Latin American countries (Washington, 1960). Column (4): UNESCO, 
World survey of education II. Primary education, table 15. For Nicaragua: Report on the World 
Social Situation, United Nations publication, Sales No.: 61.IV.4. — : : 

* The estimates of arable land to the recent year for which figures are available. The highways 
included are non-surfaced roads that have been levelled and drained. Railways do not include 


light railways. : 
» 1952. Only public schools are included. 
© Tractors of all types. 
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progress is the result of better training of the human 
element and a higher level of capital endowment. 

Consequently, it is apposite to refer to some compara- 
tive indicators that give an idea of the situation in Latin 
America in this respect between electricity generating 
capacity, for example, which ranges in Latin America be- 
tween 12 and 142 watts per capita, with an unweighted 
average of 63, compared to 920 watts per capita in the 
United States. Latin American countries have between 14 
and 164 kilometres of improved roads and railways per 
10,000 hectares of arable land, with an unweighted average 
of 56, compared with 207 kilometres in the United 
States. With respect to investment in human capital, 
which can be assessed through the educational levels, the 
gap is just as wide (see table 14). 

With respect to the proportion of the annual product 
devoted to replacement and expansion of productive ca- 
pacity considered as a whole, in the three-year period 
1957-59 Latin America invested an average of 16 per cent 
of the annual gross product.!® This is low compared to 
what is usually invested in countries with a higher level 
of per capita income, or whose growth rate is higher than 
that of Latin America. Thus, for example, as can be seen 
in table 15, the Federal Republic of Germany, the Nether- 
lands, Norway, Japan, Sweden and Canada have been 
devoting about 20 per cent of their gross product to 
investment in recent years. The investment coefficient 
would appear to be even higher in the Soviet Union and 
other centrally planned economies. Although comparable 
investment coefhcients are attained in some Latin Amer- 
ican countries,!”7 in most of them the level is very much 
lower. Moreover, there is no clear indication that the rate 
of capital formation is increasing in Latin America as a 
whole; on the contrary, there has been a decrease in the 
last few years resulting from the relative decline in exter- 
nal purchasing power. 

A low rate of capital formation is also found in other 
regions with low income levels. Thus, in 1957-58, for 
example, the gross investment coefficient was only 8 per 
cent in the Philippines, 11 per cent in Ghana, 13 per cent 
in Ceylon, 14 per cent in Turkey and 16 per cent in Por- 
tugal. 

Without attempting to establish an exact functional 
relationship between the investment coefficient and the 
growth rate, it is instructive to refer to recent experience 
in Latin America in this respect. During the period 1945- 


+5 International Bank for Reconstruction and Development, 
oe data on Latin American countries, Washington, D. 

., 1960. 

+8 This figure is based on thirteen countries that together re- 
present at least 90 per cent of the region’s gross domestic product. 

*7 The investment coefficients for different countries may not be 
strictly comparable, since there are often differences in local rela- 
tive prices, as well as differences in the economic concepts of 
investment and product. However, in practice these differences are 
not great enough to affect the general conclusions drawn here, 
except in certain cases where in recent years countries have suf- 
fered severe distortions in their price structures. It would appear, 
from an attempt made to improve these estimates for a group of 
Latin American countries on the basis of ECLA studies comparing 
prices of consumer and capital goods, that the real coefficient of 
investment in Argentina may be much lower than that calculated 
in terms of national prices, the difference probably being of the 
order of 20 or 30 per cent; similarly, the coefficients for Brazil 
and Peru would be 10 per cent less. On the other hand, the coeffi- 
cients would be higher for Ecuador (20 per cent), Colombia (10 
per cent) and Mexico (10 per cent). See ECLA, Comparative 
prices and the purchasing power of currencies in selected Latin 
American countries (E/CN.12/598), March 1961. 
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Table 15 


INVESTMENT COEFFICIENTS,* 1957-59 AVERAGE 


(Percentages) 
rere 
Latin American Investment Non-Latin American Investment 


countries coefficient _ countries coefficient 
Argentinas. .a0°> 223 Ganadaams-aoa- a: 23.3 
(raza latch cae oak: 11.1 Ceyloniee ate seen 12.6 
Chit leiaemaa hs er 9.9 United States . . 16.0 
Colombiana eee 12.5 Philippines 7.8 
Gosta’ Rica’ 497% PAE France . 18.2 
Gubayies ts aaa 19.1 Ghana . 10.7 
Heuad Orava eastes 12S Japan Dan 
FE] Salvador... . 16.7 Norway Ree 29.5 
Hondurass.cn or 13.9 Netherlands . . 22.1 
MEXICO" Witie.e cee 14.9 Portugal eee 16.4 
Pansmaener 2) ae 16.8 Federal Republic 
Perit tiie ascent 18.0 of Germany... . Beg) 
Venezuela... . Darl Sweden . 21.5 
Turkey . 14,5° 


RT SST I LS 


Sources: ECLA, on the basis of national statistics; Yearbook of 
National Accounts Statistics, 1960, op. cit. 

® Relation between gross fixed investment and gross domestic 
product, both at constant prices. 

> Gross fixed investment and gross domestic product, both at 
current prices. 


59 the average investment coefficient for a group of ten 
Latin American countries was 16 per cent, while the 
annual growth of the product was 4.6 per cent, which 
indicates a ratio of 3.7 between the two. 

In broad terms it may be deduced from this comparison 
that if the aim were to increase the growth rate of the 
product, which was only 2 per cent per capita, it would 
be necessary to increase the above investment coefficient 
to something approaching that in other countries whose 
growth rate is much more rapid than Latin America’s. It 
is, of course, necessary to take into account, in determin- 
ing the required investment coefficient, the capital goods 
accumulated in the immediate post-war years, the capital- 
goods replacement requirements, the productivity of exist- 
ing capital, and the conditions peculiar to Latin America 
with respect to capital-output ratios, in relation to those 
in other areas in course of development referred to for 
purposes of comparison. 

Another factor of particular interest, because is affects 
capital formation, is the participation of the public sector 
in this field in Latin America, since it is here that invest- 
ments are made in basic sectors which provide the stimu- 
lus for economic and social development. The contribution 
of the public sector has tended to increase during the last 
ten years, and attained the high average level of 30 per 
cent of all investment, although in some Latin American 
countries with the lowest income levels the coefficient is 
significantly lower. In the United States it is about 20 per 
cent; in other countries such as Canada, the Federal 
Republic of Germany and Japan the share of the public 
sector is comparable to the average in Latin America, and 
in France, the Netherlands and Sweden, it is higher. 

The composition of investment is no less important for 
economic growth than is the absolute level of capital 
formation, Investment may be more or less productive 
according to the nature of the asset, the way in which 
it is combined with other factors of production, and the 
extent to which it embodies the latest advances in tech- 
nology. Experience shows that in a number of instances 


Table 16 


PERCENTAGE OF IMPORTS IN THE SUPPLY OF SELECTED 
GOODS IN CERTAIN LATIN AMERICAN COUNTRIES 


a 


Capital Finished Chemical Paper and 

Country goods* steel products paperboard” 

(1957-58) (1958-59) (1959) (1955-57) 
(1) (2) (3) (4) 
Argentina . . 18 39 16 31 
raze ote 53 18 14 26 
Colombia . . rAk 54 38 67 
OC 2 : 38 15 
Mexico . . 41 8 30 26 
Venezuela . . 99 100 67 85 


Sources: (1) ECLA studies on economic development, and official 
statistics, 
(2) ECLA, A study of the iron and steel industry in Latin 
America, United Nations publication, Sales No.: 54.11.G.3; and 
national statistics. 
(3) ECLA, El mercado latinoamericano de productos quimicos 
(E/CN.12/591). 
(4) ECLA/FAO/BTAO Pulp and paper advisory group for 
Latin America, Pulp and paper in Latin America: present situa- 
tion and future trends of demand, production and trade (E/ 
CN.12/570). 


* Machinery, equipment and commercial vehicles. 
» Including newsprint. 

© 1954-55. 

2 1956-57. 


* Net exporter. 


a relatively large share of gross fixed investment has gone 
into luxury housing and other forms of low productivity 
assets. 

Broadly speaking, and to put the problem in a highly 
simplified form, it can be stated that for Latin America 
as a whole there are two kinds of factors that militate 
against an increase in capital formation, and they are 
basically related. One is the level and distribution of in- 
come, and the other the external vulnerability of the Latin 
American economies and their dependence on foreign 
sources for the supply of capital goods. 

It is obvious that a country with a low per capita 
income will have a serious difficulty in achieving the in- 
creased capital formation needed for its growth, which 
requires the maintenance of minimum levels of consump- 
tion. This situation can of course be improved to the 
extent that the Government adopts a policy directed to the 
better utilization of resources to meet internal and exter- 
nal demand. Important aspects of such a policy would 
relate to correcting the undesirable effects of inequitable 
income distribution. Apart from such measures, the vicious 
circle of poverty and lack of capital can only be broken 
by technica] and financial co-operation from abroad 
which is essential if the economy is to attain the level of 
income and other conditions that will enable it to sustain 
its own future development unaided. The other problems 
of capital formation in Latin America relate to the fact 
that most durable investment goods — machinery, equip- 
ment and commercial vehicles — must be purchased 
abroad, since there is no significant production of such 
goods except in Argentina, Mexico and Brazil, and the 
import content of capital formation is high in six coun- 
tries in the region (see table 16). In other countries there 


_are practically no metallurgical industries manufacturing 
capital goods, all of which have to be supplied from 
_ abroad. 
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Figure VI 
QUANTUM INDEX OF EXPORTS, BY REGIONS, 1948-60 
(Indices: 1948 = 100) 
NATURAL SCALE 
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The dependence with respect to the development of 
external trade means that both the level of investment 
and to some extent income coefficients are closely linked 
with the behaviour of external purchasing power. Ap- 
proximately 70 per cent of Latin American imports consist 
of capital goods and intermediate products. Consequently, 
a relative or absolute decline in the capacity to import 
cannot be offset by reduced imports of consumer goods 
(which are comparatively small in some cases and for 
which there is a mass demand in others) or intermediate 
goods, since that would directly affect the level of produc- 
tion and employment. Thus the countries concerned resort 
to reducing imports of capital goods. When such emer- 
gency solutions become chronic conditions, they not only 
adversely affect the growth rate, and also the level of 
income at the time, but they also restrict productive ca- 
pacity in the future, so that the country must redouble its 
efforts to start up the growth process again once its 
external purchasing power is restored. 


2. CAPACITY TO IMPORT 


Exports have traditionally provided the major stimulus to 
economic development in the countries of the region. For 
some years now, however, with few exceptions Latin 
American exports have lagged behind the growth in world 
production and trade. As figure VI shows between 1948 
and 1957 the volume of exports of all the under-developed 
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Figure VII 


RELATION BETWEEN RATE OF GROWTH OF GROSS 
DOMESTIC PRODUCT AND PURCHASING POWER OF 
EXPORTS, 1945-59 


NATURAL SCALE 


Rote of growth of 
gross domestic product 
(Percentage) 


be) 60 100 180 200 250 30 400 450 500 
Purchasing power of exports 
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Ve — Venezuela Pe — Peru 
ES — El Salvador Br — Brazil 


Ec — Ecuador Pa — Paraguay 
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Ho — Honduras Ch — Chile 


Co — Colombia 


Source: ECLA, on the basis of national statistics. 


Ar — Argentina 


countries rose by 66 per cent, whereas those for Latin 
America rose by only 39 per cent. Moreover, if petroleum 
is excluded, the growth in the volume of the region’s 
exports amounts to less than half that for all primary 
producing countries. 

In addition, the slow growth in export volume has been 
accompanied by deteriorating terms of trade since 1951, 
and the situation has further worsened since 1954, so that 
the current purchasing power of the region as a whole 
has tended to decrease in relation to population growth. 

Figure VII shows the relationships that obtained in 
1945-59 between variations in the product and the capacity 
to import in a group of countries. It can be seen that 
there is a very close connexion between the growth rate 
of production and the expansion of the capacity to import, 
expressed in terms of the purchasing power of exports. 
This means that the growth rate was higher in those 
Latin American countries where there was also a consider- 
able increase in the capacity to import. In fact the latter 
affects the growth process in two ways; firstly, it operates 
in the form of demand (external) for domestic produc- 
tion, and secondly, it makes internal development possible 
by providing the foreign currency required for imports 
of intermediate and capital goods needed to increase both 
present production and future productive capacity. 

The slow growth in demand for the traditional Latin 
American products has been due to a number of factors, 
including the substitution of synthetics for natural ma- 
terials, the stimulation and protection of domestic primary 
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production and agriculture in the industrialized countries, 
and the opening up of new and sometimes cheaper supply 
sources outside Latin America. Moreover, Latin Amer- 
ican exports have to some extent been adversely affected 
by the lower post-war growth rate in income in the United 
States, a major traditional market for Latin American 
goods. 

In addition to the lag in the growth of exports and its 
purchasing power, there is the fact that as a whole the 
particular commodities which Latin America sends abroad 
are subject to extreme short-period fluctuations in price 
and volume. Between 1948 and 1957, for example, the 
average annual fluctuations in the world export value of 
those primary products which are most important to 
Latin American countries ranged from 17 per cent for 
wool to 4 per cent for bananas and crude petroleum.'® 
The value of coffee exports, the leading export commodity 
in seven countries of the region, was subject to average 
annual fluctuations of 9 per cent over the same period. 
The Latin American economies are especially vulnerable 
to fluctuations of such magnitude because of the extreme 
degree of specialization that characterizes the structure 
of their exports. Thus most of the countries of the region 
suffer from periodic shocks to their economies which in 
the first instance are reflected in variations in the capacity 
to import and ultimately in unstable movements in output. 
These circumstances have increased the difficulties in the 
way of high and sustained rates of economic growth.’® 

In summing up, mention should be made of two struc- 
tural factors that make it difficult for the region to in- 
crease its external purchasing power. One is the existence 
of rigidity in the domestic market, which impedes the 
prompt adjustment of supply to world market condi- 
tions, and the other is the present composition of Latin 
American foreign trade. External demand for the goods 
traditionally produced by Latin America, even in the 
absence of other limiting factors, will always tend to 
increase less than its import requirements, because of the 
sharp differences in the elasticity of demand coefficients 
of the two categories of goods. 


3. THE POSITION OF AGRICULTURE 


The fact that in the Latin American economies agricul- 
ture absorbs half the active population, but contributes 
less than a quarter of total output, is one of the region’s 
main economic development problems. 

Agriculture is the main source of exports, contributing 
over 60 per cent of all Latin American exports. Moreover, 
agriculture provides most of the local food requirements, 
and only a few countries in the region are net importers 
of agricultural products on a major scale, although in 
recent years such imports have tended to increase. 

Many social, educational and technological factors are 
responsible for the continued state of backwardness of the 
agricultural sector, and these, together with the structure 
of land tenure and land use, are the chief causes of the 
marked inequality in income distribution noted in many 
Latin American countries. P 

Compared with other regions at a similar stage of de- 
velopment and bearing in mind the potential production 
capacity and low population density which are its charac- 

18 * : : . . 
Bia guerre Survey 1958, United Nations publication. 


; a See above “Short-term economic fluctuations in Latin Amer- 
ica during 1948 to 1959”. 


teristics, Latin America obviously can do much to raise 
its production levels, However, production methods and 
systems far different from those now applied would have 
to be devised. While the region does have a few agricul- 
tural enterprises run on most efficient lines and sensitive 


to market changes — particularly among those which 
concentrate on exports or on specific products for the 
domestic market — for a number of reasons the vast 


majority are still cut off from marketing channels or, 
considering their potential in natural and human. re- 
sources, do not play a sufficient part in them from a 
quantitative and qualitative standpoint. 

The lack of dynamism in the agricultural sector, viewed 
as a whole, is shown by the pattern of production during 
the past twenty-five years. In fact, according to FAO’s 
figures, per capita agricultural production only recently 
approached its pre-war levels. The trend improved during 
the post-war years, since the rate of growth was slightly 
higher for production than it was for the population; data 
for the period between 1948-50 and 1957-59 show that 
the production growth rate was only 0.8 per cent higher 
than the population growth rate (see table 17). However, 
the results achieved are far from satisfactory if viewed 
in terms of the quantitative and qualitative changes in 
internal demand which must certainly have occurred and 
of the trend of Latin America’s share in the world agri- 
cultural commodity markets. 

A study of branches of activity shows that while per 
capita agricultural production increased by a total of 
11.5 per cent in the period between 1948-50 and 1957-59, 
livestock production declined by 5 per cent during the 
same period. 

Production for domestic consumption increased at a 
more rapid rate than production for foreign markets but 
was not sufficient to meet the region’s growing require- 
ments, The low levels of food consumption and the poor 
diet in most of the Latin American countries indicate that 
the region as a whole has far to go before it reaches the 
minimum nutritional standards recommended by experts. 
Moreover, if account is taken of the changes in the pat- 
tern of consumption which have occurred since the war as 
a result of the increase in per capita income, the shifts of 
the rural population to urban centres, and the prevalence 


of high coefficients of income elasticity in the demand for 
agricultural products (particularly foodstuffs), it is clear 
that the increase in production has not kept pace with the 
growth of demand. The inadequate increase in production 
is also evident. In fact, from the behaviour of wholesale 
agricultural prices as well as of foodstuffs, considered in 
terms of the general level of prices or the cost of living 
index, it will be seen that in most of the Latin American 
countries the demand for agricultural products has re- 
mained unsatisfied to a greater extent than the demand 
for other goods or services. Lastly, the increase in imports 
of foodstuffs is to some degree a reflection of the inability 
of domestic production to meet internal requirements. — 

Table 17 shows that production for export as a whole 
increased only slightly more than the rate of population 
growth. However, the experience has not been the same 
for every country. While Mexico, Ecuador, El Salvador, 
Peru and Nicaragua have achieved a spectacular increase 
in their exports, there has been a sharp drop in exports 
from Argentina, Brazil, Uruguay and Colombia. This 
marked difference is explained by the fact that the first 
group of countries managed to do so well because of the 
diversification of their exports and the introduction of 
new products, The pattern of sales for the second group 
of countries, on the other hand, remained virtually un- 
changed. Since these countries have a considerable effect 
on the region’s over-all agricultural exports, Latin Amer- 
ica’s share of the world markets has dropped sharply. 
Thus, of the eleven major products — which account for 
90 per cent of the region’s agricultural exports — only 
one, namely sugar, showed a slight increase in tonnage 
on the world market between the immediate post-war 
period and the last few years. The greatest decline was 
experienced by maize, linseed oil and, in general, those 
products which are typical of the temperate zone (see 
table 18). While factors unrelated to the efforts of the 
exporting countries contributed to this downward trend 
of Latin America’s share of world trade,” it is equally 
true that the Latin American countries have, in varying 
degree, failed to show sufficient flexibility to adapt them- 
selves to changing market conditions and to develop an 


%° See above, Section II, 2. 


Table 17 


LATIN AMERICA: INDICES AND GROWTH RATES OF TOTAL PER CAPITA 
AGRICULTURAL PRODUCTION, 1948-50, 1952-54 AND 1957-59* 


eee eee er 


By sector of origin By intended use 
Crop Stock Domestic Pos Total 
farming farming consumption 
(a) Total agricultural production 
1946-50 peep. Se 100.0 100.0 100.0 100.0 1000 
1957-S0G PP ees 139.4 1218 IW6 127.0 1356 
Annual rate of growth 
(1948-50 to 1957-59) . 3.8 39 ya | 34 
(b) Per capita agricultural production 
TOSTSOG I Ra eos: 3 100.0 100.0 100.0 100.0 100.0 
1948-50 . . a 15 1128 — 10148 107.7 
Annual rate growth # 
(1948-50 to 1957-59) . 12 ae 13 0.2 02 
Source: ECLA, on the basis of national statistics. ; 
* Original values in terms of dollars at 1948 prices. 
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Table 18 


SHARE OF LATIN AMERICA IN WORLD EXPORTS 
OF SELECTED AGRICULTURAL COMMODITIES 


(Percentages of tonnage) 
| 5S a SAS SEO ST ER SE ET RE NS EPA U EY 


Commodity 1934-38 1945-47 1948-50 1957-59 

A. Temperate zone 

products 

Wheat* ‘ 19.9 9.4 9.4 9.0 

Maize : 64.9 yas! 40.8 20.5 

Wiooltaa motes Gen ae 17.7 24.2 18.3 13.4 

Mate as acd oe 49.6 39.0 40.2 HES 

Linseed oil... . — 87.0 69.2 B3i79 
B. Tropical zone 

products 

Stigater is tse 34.1 59.1 66:2 60.5 

Cottonfes esses 10.7 23.4 14.7 Bibel 

Comee sa 84.2 84.9 84.5 71.1 

soObaCCOiss ss. * 10.6 17.0 13.0 10.24 

Gacaos. eases oo 26.9 Dill 26.1 ova 

Bananas F-35. 63.6 83.0 74.2 78.6 


Sources: FAO, Yearbook of Trade and The State of Food and 
Agriculture 1960, Rome, 1960; Economic survey of Latin Amer- 
ica, 1957, United Nations publication, Sales No.: 58.II.G.1. 

* Including wheat flour, in terms of wheat equivalent. 

> Real weight. 

¢ Fresh, chilled and frozen beef, veal, mutton, lamb and pork. 

4 1956-58. 

© Fibre. 

t 1946/47. 


energetic foreign trade policy which would stimulate the 
development of new products. The example of Mexico 
and a few other countries is very enlightening in this 
respect. 

With respect to production and supply conditions, it 
has already been pointed out that many diverse factors 
contribute to the low productivity and slow growth rate 
of agricultural production. These include the system of 
land tenure and land use, the low technical and educa- 
tional level, the scanty capital endowment, the inadequate 
social and economic organization of production, unsatis- 
factory marketing systems, the scarcity of direct technical 
assistance to the farmer for improving his farm and, in 
general, the absence of any integrated and coherent policy 
to promote the development of all aspects of the rural eco- 
nomy. The obstacles to an improved and more harmonious 
development of the agricultural sector are closely inter- 
related and it will be seen that the land tenure system 
prevalent in most Latin American countries is a parti- 
cularly influential factor. 

While it would be hazardous to venture an estimate of 
the potential wealth of agricultural land in the region, it 
is known that both the land and the people living on it 
are not being properly used and that both the volume of 
production and the unit yield could be increased consider- 
ably through a system of land use based on a more 
suitable institutional and technical structure. In fact, 
Latin America comprises 6.8 per cent of the world popula- 
tion and over 15 per cent of the total area. While much 
of the region consists of forests and natural grasslands, a 
considerable percentage of it could be put to better use. 
Experience shows that production growth is closely related 
to the utilization of new land. Unit yield, on the other 
hand, has increased much less than in the industrialized 
countries and even in countries at a similar stage of de- 
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velopment. The difference would be sharper if Mexico, 
where basic investment in development has been made, 
and some other countries where the use of virgin land 
has producd an increase in yield, were excluded, This 
would indicate that Latin American farmers do not usually 
direct their efforts towards a more intensive use of their 
land and that the consequences of this inertia have been 
more unfavourable in countries where prospects of an 
expansion of the agricultural frontier are more limited. 

Table 19, based on information collected by the Inter- 
American Statistical Institute,?! supplemented by inquiries 
conducted by certain countries, shows the distribution of 
land in Latin America by size of farm. This gives some 
idea of the degree of concentration of ownership for the 
region as a whole in 1950 or thereabouts. Although since 
then this distribution has changed appreciably, as a result 
of reforms and other measures in various countries, the 
figures still indicate the magnitude of the land tenure 
problem in most Latin American countries. As the table 
shows, at that time 1.5 per cent of farms in Latin America 
represented almost 65 per cent of the total agricultural 
acreage whereas, at the other end of the scale, the land 
farmed by nearly three-quarters of the farmers totalled 
less than 4 per cent. 

In addition to the fact that the land was distributed so 
unequally, a considerable proportion (nearly 40 per cent) 
was not cultivated directly by the owners. Even in the 
case of landed estates which it was assumed were being 
developed by the owners themselves, many had in actual 
fact been placed in the hands of managers. In view of the 
peculiar systems of share-cropping, leases and other juri- 
dical methods in force in Latin America in which — un- 
like other areas — the farmer is required to put up most 
of the capital, the low economic capacity of the land and 
the reduced level of technology prevalent make it clear 
that the land is not being put to the best use. Another 
category of farmers, fairly widespread in the region and 
referred to under the generic term of “tenants”, further 
reduces the possibility of a rational development of land. 
The erosion from which large areas of Latin America 
are suffering can largely be attributed to this factor. 

One of the problems that arises from the pattern of 
land distribution prevailing in many Latin American 
countries is that there are holdings that are too large 
(latifundios) and others that are too small (minifundios) 
to be economically operated. There is a relative shortage 


of medium-sized family farms cultivated by the owners 


*2 La estructura agropecuaria de las naciones latinoamericanas, 


Pan American Institute, Washington, D. C., 1957. 


Table 19 


LATIN AMERICA: ESTIMATED PERCENTAGE DISTRIBU- 
TION OF AGRICULTURAL HOLDINGS AROUND 1950 


ES SE PPLE SES SE SL RY CS SET SEES IES) 


Size of farms Percentages Percentage of 
(hectares) of all farms total farm acreage 
SE a ee ee Se ae 
0 - Vi Were 72.6 Due 
ear 10 teers 18.0 8.4 
100 - 1000... 7.9 23.0 
1000 and over. . . 15 64.9 
SG UERISE Se romeo 100.0 100.0 
SS Se 


Source: Oscar Delgado, Estructura y reforma agraria en Latino- 
américa (mimeographed), cited by T. F. Carrol, “The Land Re- 
form Issue in Latin America”, Latin American Issues, edited 
by a Hirschman, (New York, Twentieth Century Fund, 1961). 
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themselves, employing appropriate techniques, and alert 
to market influences and technical advances.22 In brief, 
this land tenure structure leads to inefficient utilization of 
resources and to the low productivity prevailing in the 
agricultural sector; the situation is aggravated because 
the other sectors, to some extent hampered by this lag in 
agriculture, cannot provide productive employment for 
the surplus labour force of the rural areas. 

With respect to farming techniques, an indication of 
the low capital intensity in some Latin American coun- 
tries can be obtained from the following comparisons. In 
Argentina, where agriculture as a whole has achieved a 
relatively high level of development, capital per worker 
in this sector is less than half of that for the economy as a 
whole ;*3 in Mexico” it is about a quarter, and in Peru®® 
and Venezuela”® about a third. 

Although a similar difference between agriculture and 
other sectors with respect to capital per worker exists in 
more economies with higher income levels, the difference 
is much more marked in Latin America. The natural 
result is lower productivity and lower income than in other 
economic sectors, and in the final analysis, this helps to 
accentuate the already extremely inequitable income dis- 
tribution. 

With respect to the technological level of the agricul- 
tural sector, it is a fact that illiteracy coefficients — al- 
ready high in the region — reach very high proportions 
in rural areas, Unless rural elementary education is 
expanded the situation is unlikely to improve as far as 
increased knowledge of agricultural techniques is con- 
cerned. In fact the shortage of skilled workers, at both 
intermediate and high levels, is quite serious in Latin 
America. A recent FAO survey showed that there were 
16,000 agricultural experts in Latin America when 42,000 
were needed. Costa Rica, where the average levels are 
higher than in the other Central American countries, had 
only one agronomist for every 150,000 inhabitants. In 
the case of intermediate levels of training, a survey by 
the Pan-American Union revealed that in 1956-57 Latin 
America had 140 secondary agricultural schools, with an 
enrolment of 9,700 pupils, only 1,300 of whom completed 
their studies. In 1955, there were 6,700 students in the 
whole of the region enrolled in forty-five schools of agro- 
nomy, but usually only one-fifth of them completed their 
studies. 

The distribution of farm products is inefficient and 
costly in Latin America as a whole, owing to the lack or 
inadequacy of transport, warehouse facilities and market- 
ing methods. In many cases the wholesale trade is in the 
hands of a few enterprises, and the lack of competition 
tends to encourage excessive profit margins and high 
retail prices, in combination with relatively low prices for 
the producer. The general effect is to limit the volume of 
production for the market and the expansion of agricul- 
ture as a whole. 

In the absence of a sustained policy of encouraging 
agriculture linked to an integrated policy of economic 


22 “Three sociological aspects of economic development”, Eco- 
nomic Review of Latin America, special issue, August 1955. _ 

23 1 desarrollo econédmico de la Argentina, United Nations 
publication, Sales No.: 59.IL.G.3, Vol. IL. E 

24 ECLA, External disequilibrium in the economic development 
of Latin America: The case of Mexico (E/CN.12/428). 

28 Analyses and projections of economic development. VI. The 
industrial development of Peru, United Nations publication, Sales 


No. 59.1I.G.2. 
s Memoria del Banco Central de Venezuela, Caracas, 1961. 


and social development, measures have sometimes been 
adopted that have adversely affected agricultural produc- 
tion. Two common examples will serve to illustrate this 
point; the first is exchange policy, which in some coun- 
tries has at times maintained terms of trade unfavourable 
to export products, and the second is the system of price 
controls. The maintenance of these measures has distorted 
the price structure both within the agricultural sector 
and in relation to other sectors, with effects very different 
from those intended, and adding to the existing difficulties 
in certain agricultural sectors. 


4. PROBLEMS OF THE PUBLIC SECTOR 


Expenditure by the public sector represents an important 
part of the total’ national expenditure in most countries 
of the region, and this proportion has tended to increase 
in recent years. Of particular significance is the fact, 
referred to above, that about 30 per cent of the total 
investment in Latin America is undertaken by the public 
sector and flows into key branches of the economy. The 
composition of public expenditure as a whole, however, 
is not always consistent with the requirements of a policy 
of economic growth. In this connexion the following 
points should be mentioned: 

(a) The high proportion of expenditure on consump- 
tion, including the costs of maintaining a large staff and 
an expensive and often inefficient administrative machin- 
ery. 
(b) The heavy burden represented in many countries 
of the region by transfer payments, many of which are 
for subsidies and social security. To some extent this 
expenditure is for basic needs and consequently any at- 
tempt to reduce it would create serious social problems. 

(c) The low relative share of investment in public 
expenditure, which is below that usually found in coun- 
tries at a similar stage of development in other areas,?7 
and is in many cases combined with the additional dis- 
advantage that a high proportion of the investment itself 
goes into non-productive construction. 

By way of illustration, table 20 shows the tax burden 
in selected Latin American countries, that is, the percent- 
age coefficient obtained by comparing total tax revenue 
with income for each country. In addition the table gives 
the corresponding coefficients for countries outside the 
region. The comparison of the two groups shows that the 
industrial countries with a higher level of income have a 
heavier tax burden than the Latin American countries. 
On the other hand, in the southern European countries of 
Italy, Greece and Portugal, where the level of income is 
closer to that in Latin America, the tax burden is also 
very similar. 

On the side of public revenue, most Latin American 
countries rely heavily on taxes on foreign trade. Conse- 
quently, government revenue is subject to frequent and 
sharp variations brought about by changes in the external 
sector. Indirect domestic taxes are another large source 
of revenue, and in many coutnries in the region they 
accentuate the existing inequitable distribution of the tax — 
burden. Direct taxation, on the other hand, especially that 
on agricultural property, is usually very low in relation 
to taxable capacity.28 This taxation, already very light, 


27 World Economic Survey 1959, United Nations publication, 
Sales No. 60.1I.C.1, ch. 2. ; 

28 The contribution of rural real property to the exchequer in 
Latin American countries is usually less than 2 per cent of total 
tax revenue 
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Table 20 


RELATION BETWEEN TAX INCIDENCE AND PER CAPITA 
INCOME LEVEL IN SELECTED COUNTRIES, 1958-59 


Ra SR i A ETE AES SERN TEN ETT TE A SL SAT SLES 


serail Per capita income 
Tax incidence Pp 
level 


Country er 
(percentage) (dollars at 1950 prices) 


Latin America 


Venezuela 20.0 1000 
Ranamamer nc aconcnns 225% 350 
CHIE AF = ses eens 22.9 325 
Colombia 12.0 300 
Brazile Mee mettre as 21.6° 250 
GostavRica.. “ae 16.3 250 
Pétinecs Sanne oe ee 13.4¢ 175 
Heradorea seurewe aut idee) 140 
Other countries 

United States. .... O2e2: 2 060 
Canedau. we 2 ee 26.6 1 460° 
United Kingdom 33.2 1150 
ranCemocstisene «ies ics 38.6 1090 
ARAL Vier ee etecatee ac odee esis 22.8 590 
(Greece my .te-s. cc es  s 23.3 290° 
apaleeeese cm ee oe 24.0 250° 
Portugal. see och as ev 19.8 200° 
Indiaseter tens Guest AS 9.04 62° 
Swedene oo tees voutatare 33.0 


Sources: Latin America: ECLA, on the basis of national statistics. 
Other countries: Yearbook of National Accounts Statistics, 1959, 
it., Vol. I 


1959-60. 
1957. See S. Andie and A. T. Peacock, op. cit. 
1956-57. 
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has been reduced even further in the countries where there 
is strong inflation. 

In many cases the tax system is unsatisfactory, and it is 
felt that there is room for a great deal of improvement. 
This is illustrated by the widespread evasion of both 
personal?® and indirect taxes, especially taxes on imports. 

The problems referred to above, concerning the in- 
crease of investment in basic social capital in fields that 
are traditionally government responsibilities, the provision 
of urgently needed social services to remedy a rapidly 
worsening situation, and a more equitable distribution 
of income, among others, are an indication that any eco- 
nomic and social development policy in Latin America 
would have to involve careful consideration of a tax re- 
form in line with the plans drawn up. 


5. INFLATION 


Unlike other growth problems, that of inflation cannot be 
defined with exactitude, since it is largely dependent upon 
past experience and present conditions in each individual 
country. Thus, for example, an annual price increase of 
4, per cent may be a serious symptom of disequilibrium in 
one country, while in another it may facilitate the inter- 
sectoral mobility of resources and provide an incentive 
to the acceleration of economic activity. 

In recent years there has been a strong inflationary 


°° In Argentina, according to a study by the Central Bank, 
evasion during the period 1946-57 amounted to between 42 and 62 
per cent of income. In Chile it amounted in 1956 to double the 
total collected. (See El sistema tributario chileno, Oficina de Estu- 
dios Tributarios, Ministerio de Hacienda, Santiago, 1957.) 


Table 21 


RELATION BETWEEN INFLATION AND ECONOMIC GROWTH IN LATIN 
AMERICA, 1945-59 


a a 


Ange f Average annual Number of national currency 
Country* Bross’ domestic ae as pee units to the dollar” 

easier 2) (index units) 1945 1951 1959 

Venezuela . . ..... 8.3 4 3 
Costaelicatre.. 3 tee 6.9 5 6 Z : 
Dominican Republic . 6.8 2 il 1 1 
INicara ria ere ae ae 6.8 1 6 7 x 
Ecuador a ay ee 6.1 13 14 17 Lz, 
MEXICO caer wake or ones. Soa 5.9 16 5 9 12 
FySalvador tec. <2 toes 5.8 5 3 3 = 
Brazil . tee Ra ita alee 5.4 OL 20 20 202 
Pert acaieey cous 4.3 26 7 15 28 
-Colombiaseccs :atsen.- eke 4.2 19 2 a 7 
Honduras . ee Se 4.1 3 2 2 2 
Pandas. te ee ee 4.0 1 1 1 1 
Guba ae, Sees 3.5 Z ] 1 1 
Rie iaycveetieyiin micas 3.4 27 2 2 11 
Guatemala—.5 2. nea 3.3 5 1 1 1 
Chile on aE ae ae 3.1 340 oe 93 1052 
Argentina . 2.6 185 5 14 83 
ATABUAY es 2.6 381 3 32 128 
Haiti. Ra etiaara dy 1.8 ters 5) 5 5 
Boliid sap. wee cee Mite a 11 1257 64 247 11 885 


Source: ECLA, on the basis of national statistics. 
Countries listed in declining order of growth rates. 
Measured in terms of national currency units to the dollar at the close of the year. Free market 
rates are adopted in cases where they are applicable and available. This table gives only a 
general indication of the movement of exchange rates. 
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trend in most Latin American countries, resulting in a 
continuous and significant increase in prices. If this price 
movement is considered in conjunction wth the growth 
rates of output for all the Latin American countries, no 
clearly defined association between the two variables 
emerges (see table 21), There are countries with sharp 
rates of price increase accompanied by high rates of 
growth in output, while in others inflation has been as- 
sociated with a relative stagnation of output. Among those 
countries where prices have increased more slowly and 
have even remained relatively stable at times, on the 
other hand, there are cases of both rapid and slow eco- 
nomic growth. Thus, although Latin American experience 
shows that growth and inflation are connected it cannot 
be stated that there is any simple and clear relationship 
between them. 

The growth process calls for a considerable increase 
in public and private investment. A treasury deficit is 
generated; there is an expansion of monetary income un- 
accompanied by an increment in production of consumer 
goods. If savings were to increase, the inflationary pres- 
sures would be offset. But it often happens that this does 
not take place on the necessary scale and in the requisite 
sectors. In short, the increase in aggregate demand is 
counterpoised by a rise in prices and intensified pressures 
on the balance of payments, a process which is aggravated 
by the upward pressure of wages. In face of such a situa- 


tion, fiscal policy is much too weak to curb a purchasing 
power that outstrips the development of supply. Thus, once 
inflation begins with a rise in prices, additional forces are 
set in motion which, one after another, spur it on. 

A country with a low level of income that seeks develop- 
ment through a rapid rate of growth faces certain pres- 
sure that may lead to inflation. Whether inflation occurs, 
and its degree, depends on such factors as (a) the rate at 
which the economic transformation takes place; (b) the 
favourable or unfavourable influence of external factors 
affecting the economy; (c) the flexibility of the domestic 
economy, as regards the structure of production and a 
large number of institutional, social and cultural condi- 
tions, in adapting itself to the changes; and (d) the extent 
to which the Government’s economic and social policy 
helps or hinders the process of economic and social change 
involved in development, 

As indicated in previous sections, there are in Latin 
America difficulties of an economic and social nature that 
hamper a rapid and efficient transformation that will 
enable production to respond to changes and growth in 
general demand. Consequently, the success of any attempt 
to attain a high growth rate combined with stability de- 
pends largely on the Government’s ability to carry out a 
suitable economic and financial policy, and on the possi- 
bility of obtaining external co-operation at the right time 
and on the right terms. 


Ill. THE PROSPECTS FOR ECONOMIC GROWTH AND THE PLANNING OF DEVELOPMENT 
IN LATIN AMERICA 


1. DEVELOPMENT OUTLOOK AND DEVELOPMENT PLANNING 


Some indication has been given above of the main fea- 
tures of the economic condition of Latin America and of 
the growth problems relating to the region’s development, 
including the low standard of living, employment pro- 
blems and low productivity, together with the main ob- 
stacles in the path of the countries of the region in their 
attempt to break out of a state of stagnation or achieve 
a more rapid rate of progress. 

Particular consideration has been given to the low in- 
vestment coefficient and the faulty structure of capital 
formation for the increase of productive capacity, the 
extreme inequality of income distribution, the complex 
problem of the lag in the rural economy, the insufficient 
industrial development, the technological backwardness, 
the shortage of tax revenue for the provision of social 
services and basic capital formation by the public sector, 
and the vulnerability and limitations imposed on the 
Latin American economies by the structure of production 
and of foreign trade, and by the inadequate purchasing 
power provided by the latter. In the actual economic and 
social conditions all these factors operate in close correla- 
tion, in conjunction with a low educational level and with- 
in a framework of political and economic institutions 
which in important respects often constitute serious ob- 
stacles to the solution of these problems. The lack of a 
vigorous and consistent policy of economic and social 
development, with well defined aims, has helped to make 
this state of affairs a chronic condition. 

The magnitude of these problems, and in particular 
the serious limitations on development deriving from the 
external sector, justify the conclusion that development 
prospects are far from promising, unless some vigorous 


plan of action is undertaken in all economic and social 
fields, 

There is a surprising contrast between this situation 
and outlook and Latin America’s rich endowment in 
natural resources that could be economically exploited, 
particularly in view of the fact that there is no quantita- 
tive limitation on human resources nor, generally speak- 
ing, any over-population problems. 

In some Latin American countries, despite such ob- 
stacles, it has been possible to maintain the pace of eco- 
nomic development by means of an expansion of domestic 
activities stimulated essentially by basic investment and 
the process of industrialization. However, this powerful 
new stimulus now in turn appears to be constricted by the 
inadequate external purchasing power of Latin American 
countries; moreover, it will be more difficult to exploit 
in future because more complex techniques will have to 
be introduced and a higher standard of performance 
reached by the countries concerned. 

It is realized in Latin America that future growth de- 
pends essentially on a sound and intelligent planning of 
measures of economic and social policy that will establish 
specific development aims to be reached in the shortest 
possible period. This is so urgent a matter that, even on 
the assumption that conditions are more favourable than 
those now prevailing, and that Latin America as a whole 
continues to maintain the growth rate of the last decade, 
it will take a generation to double the present low per 
capita income of 300 dollars; moreover, there is every 
indication that the situation will be comparatively less 
favourable than it is now, to judge by the current growth 
rates both in Western European countries and in the 
centrally planned economies. 

At Punta del Este the Latin American countries agreed 
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to carry out development plans with the basic aim of 
tackling and eliminating the obstacles referred to in pre- 
ceding sections of the present document, although it can- 
not be said that there is any consensus as to the kind of 
instruments to be used or the vigour of the measures to 
be employed. Planning must be used to mobilize efficiently 
all the national resources so that, with external technical 
and financial co-operation, an increase in income can be 
attained at the earliest moment so as to permit a higher 
level of capital formation, to increase productive capacity 
and make possible a stable subsequent development with 
a more equitable distribution of the national income. 

Major problems with which Latin America must deal 
by means of appropriate development plans are the 
achievement of a rapid growth in agricultural production 
in conjunction with the indispensable land reforms and 
industrialization, and the revision of the tax systems in 
order to meet the requirements of development plans from 
the fiscal, economic and social standpoints. All this will 
have to be done without neglecting the most immediate 
needs in the economic and social fields. For this: purpose 
archaic institutions must be abolished and a social climate 
encouraged that will facilitate all the changes that a de- 
velopment process involves, 

No less essential than technical and financial external 
aid is more vigorous co-operation among the Latin Amer- 
ican countries themselves, which is vital if new prospects 
are to be opened up and specific growth possibilities in- 
creased in the region. In fact Governments are already 
taking positive steps in this direction through the estab- 
lishment of the Free-Trade Area under the Montevideo 
Treaty, and Central American economic integration. 

In assessing the direct responsibility of the educational 
system for creating the social and cultural climate and the 
skilled labour force required by the growth process, it is 
essential to understand the nature, and in some cases even 
the scale, of the changes that must be effected in that 
process. It is obvious that even at the stage when the plans 
are being drawn up and their execution is begun, far- 
reaching reforms will have to be made in public adminis- 
tration machinery, and professional and technical staff 
will have to be brought in who are at present lacking or 
available only in insufficient number. 

The carrying out of wholesale land reforms will neces- 
sarily mean profound economic and social changes in the 
agricultural community and technological changes in land 
cultivation. Such changes will call for programmes of 
general education and specialized instruction for the agri- 
cultural worker and his family and for the training of the 
necessary technical workers. Industry, transport, commu- 
nications and services will all involve advanced tech- 
niques that will require a higher proportion of skilled 
personnel. 

Projections of certain typical activities will give some 
idea of the scale of the structural changes that may occur 
in production and generally throughout the economy of 
the Latin American countries in their development process. 
Thus, for example, it is estimated®° that if the region as 
a whole developed at an annual growth rate of about 5.5 
per cent and trade machinery were established to allow 
a certain amount of integration and mobility of factors 
between Latin American countries, it would be no exag- 
geration to state that by 1975 Latin America would re- 


8° See The Latin American common market, United Nations 
publication, No.: 59.II.G.4, Part B. 
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quire a domestic production of between 5,000 and 6,000 
million dollars’ worth of machinery of all kinds, which 
implies an increase of between 15 and 18 per cent over 
the present volume of such goods; the production of steel 
and steel by-products would have to be over 30 million 
tons, seven times the present figure; there would have to 
be a six-fold increase in automobile production, and a 
more than four-fold increase in the production of chemi- 
cals and other essential products such as petroleum deriva- 
tives, paper and paperboard. The relative growth required 
in consumer goods would be much less, but would never- 
theless amount for some items to about twice that recorded 
in recent years, 

Whatever the reliability of these figures as forecasts, 
they give an idea of the scale of the changes that will 
have to be made in the structure of employment, and 
the nature of the requirements to be met by the system 
of general education and vocational training in Latin 
America, 

Thus, it will be useful to summarize briefly some fea- 
tures of the occupational structure in relation to the 
process of growth. If this is done by main sectors of acti- 
vity, the projections show that employment will increase 
most rapidly in manufacturing, construction and certain 
services. In agriculture, on the other hand, a higher level 
of skill will be required, and there will be a relative de- 
crease in employment; in absolute terms, however, the 
present level may be maintained, or even increase some- 
what, although undoubtedly at a slower rate. 

In all these main sectors there will be other structural 
changes that will affect the educational system. Thus, in 
the industrial sector production and employment in the 
so-called dynamic industries will increase more rapidly 
than the traditional forms of consumer goods production. 
These more dynamic industries are the ones that generally 
use more complex technical processes and therefore re- 
quire more skilled workers. This applies, for instance, to 
the production of mechanical and electrical equipment, 
metallurgy, and the chemical and petroleum derivatives 
industries. Obviously the labour force absorbed will con- 
tinue to be greater in absolute terms in the traditional 
activities than in the more dynamic industries, especially 
in the early years. 

Although the increase in employment in agriculture as 
a whole may be relatively much slower than in other 
activities, here too there will be internal and qualitative 
changes. Very important points relating to the educational 
systems are the economic and social organization of agri- 
cultural production, the introduction of new techniques 
and crops, and of new products, and the improvement of 
the administrative, marketing and distribution systems. 

Broadly speaking, a trend can be expected towards a 
relative, and in some cases absolute, reduction of employ- 
ment in activities with a fairly simple organization and 
technology, side by side with an increase in employment 
in more complex activities. That is, there may be a reduc- 
tion in relative employment opportunities in the former 
and an increase in others requiring higher skills. In both 
commercial firms and government bodies providing public 
services, increased efficiency and the resulting changes 
in organization will also require higher levels of skill for 
all staff, and there will be an increase in the proportion 
of workers at the high and intermediate levels of skill 
and a tendency for the number of less skilled workers to 
be reduced. 


For the training of more skilled workers, at various 


levels and in special fields, a relatively high standard of 
general education will be an essential prerequisite, at 
both the primary and secondary levels. Even where urgent 
problems can be solved by carrying out intensive training 
programmes of a fairly simple type, a minimum level of 
general education will at all times be necessary. 

The training of skilled workers is a lengthy process. 
Consequently, investment in education must be planned 
and effected in good time and on an adequate scale. To do 
otherwise is to run the risk of hampering, or even com- 
pletely nullifying, all efforts made in other fields to increase 
the rate of economic growth. 


2. THE ROLE OF EDUCATION IN ECONOMIC DEVELOPMENT 


The role that education can play in economic development 
is most obvious in relation to occupational skills, but its 
influence on technological inventiveness, diffusion of in- 
novations, entrepreneurship, patterns of consumption, the 
propensity to save, adaptability to economic change and 
active participation of the different sectors of society in 
the tasks of development, is likewise important. 

The idea that education as a high economic value is 
far from new, but studies aimed at determining the opti- 
mum allocation of resources to education with a view to 
its inclusion in integrated development plans are only 
recently being intensified, The subject is complex and 
involves many theoretical and practical problems. In the 
first place, education is at once a human right, a con- 
sumer good, an instrument for transmitting or changing 
the values of a society and a means of raising producti- 
vity; consequently, the economic and non-economic justi- 
fications for the extension and improvement of education 
can hardly be isolated from one another. In fact economic 
development may be as seriously endangered by a failure 
in fulfilling the individual and social aims of the educa- 
tional system as by a failure in carrying out the strictly 
economic tasks. Secondly, the term “education” covers a 
wide range of services that differ in respect to their bene- 
ficiaries, their purposes and the efficiency with which 
these purposes are accomplished. It is therefore practically 
meaningless to speak of the return on investment in edu- 
cation or of the optimum allocation of funds to education, 
in general terms, without further specification. 

Again, the impact of different types of education on 
the economy varies with the level of development and the 
balance maintained between the different types them- 
selves. Thus, for example, economic development is re- 
tarded if the educational system does not train enough 
graduates for specific occupations, or if it trains too 
many. The well-known problem then crops up of the 
“educated unemployed”, and investment in this type of 
education becomes a waster of resources, or worse if the 
graduates are able to exert effective pressure to obtain 
unproductive jobs. Also, educational systems, through their 
conservative trend and their close ties with the existing 
social structure, may be conducive to the perpetuation of 
attitudes unfavourable to economic development. These 
unfavourable characteristics are visible in more than one 
of Latin America’s existing educational systems. 

The high economic value of an effective primary educa- 
for all children can be taken for granted. Such an educa- 
tion provides the individual with the minimum tools for 
taking part in the life of the modern economy as producer 
and consumer and for receiving vocational training, whe- 
ther in school or at work. Even unskilled labour has a 


much higher level of productivity and adaptability in a 
country with universal literacy than in one where such 
labour is mainly illiterate. 

The economic return from universal primary education, 
provided it is effective, is virtually incalculable, since it 
represents an upgrading of the whole population, and can- 
not be appraised solely in terms of different levels of in- 
come or the need for specific skills. 

The word “effective” must be emphasized. As much of 
the primary education now provided in Latin America 
is ineffective, its aims and content will therefore have 
to be revised and a larger and better-planned allocation 
of resources secured in order to eliminate the waste repre- 
sented by schooling that is too short and too poor in quality 
to provide the pupil with the minimum means of learning 
reading, writing and arithmetic, and at the same time of 
praying a fuller part in the nation’s social and economic 
ife. 

From the economic standpoint, a country starting its 
development effort with a rudimentary school system may 
give the expansion of primary education too high a priority 
in relation to other levels of education; the Latin Amer- 
ican countries, however, with one or two possible excep- 
tions have already developed their educational systems 
to a point at which effective universal primary education 
of not less than six grades can be considered an eco- 
nomically desirable goal attainable within the next decade, 
without excessive diversion of resources from the inter- 
mediate and higher levels of education. 

The problem of determining optimum allocations to 
education becomes even more complicated at the higher 
and specialized levels. Study is being devoted to various 
practical methods or criteria for the assessment and deter- 
mination of such allocations. Three pertinent methods of 
research are briefly summarized here, and will be dis- 
cussed in greater detail in several of the background 
papers presented at this Conference. 

(a) Estimates can be made of needs for different types 
of skilled manpower and of the recruitment required to 
meet specified economic targets. They are arrived at by 
analysing the structure of the existing labour force by 
various categories of skills, and on the basis of projections 
of the requirements of the different economic activities, 
in accordance with over-all development plans or pros- 
pects, These estimates can be compared with the output 
of graduates at the various levels, in order to detect where 
deficiencies occur and plan for their elimination. The 
Soviet Union and other centrally-planned economies de- 
pend heavily on projections of the specialized manpower 
requirements of the different economic activities in for- 
mulating their educational programmes. Other countries 
consider that in an age in which production techniques 
are continually being revised and those in current use 
rapidly become out of date, adaptability may become 
more important than specialized training for particular 
jobs. Consequently, their estimates are based on this 
approach, and in drawing up their education plans they 
do not aim at very detailed specifications matched with 
the demand for manpower resulting from the needs of the 
economy. 

(b) Economists are now trying to calculate the eco- 
nomic returns on investment in different types and levels 
of education. In accordance with a variety of technical 
criteria, they compare the income deriving from different 
occupations with the cost of training workers for the occu- 
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pations in question, computing not only the costs to the 
individual involved, but also those borne by society as a 
whole. Estimates of this kind usually show a very high 
rate of return, and have been used to indicate the need 
for increased investment in education, especially at its 
higher levels. This approach has a number of limitations 
as a guide to planning. Most important, it cannot take 
into account the indirect economic returns from education 
that are reflected in the country’s over-all level of living, 
as is the case with the diffusion of a spirit of research 
and technological innovation. Furthermore, the level of 
individual income is not always closely related to the con- 
tribution of education to national productivity, especially 
in non-industrial occupations. Thus, services as essential 
as primary teaching may be very poorly paid in relation 
to the educational level required. 

(c) Lastly, the proportion of the national. income that 
a country spends on education can be compared with 
that allocated by other countries. Such coefficients afford 
an idea, more or less approximate as the case may be, of 
whether a given country is lagging behind others with 
similar or dissimilar income levels as regards the attention 
it devotes to education The share of education in total 
national investment is also frequently compared. From 
such international comparisons, due allowance being made 
for other social and educational factors peculiar to each 
of the individual countries concerned, certain conclusions 
of practical value can be drawn. Estimates of this type, 
however, are hampered by the intrinsic limitations of 
international comparability of national income and bud- 
getary statistics. 


3. SOME ASPECTS OF THE INTEGRATION OF AN 
EDUCATION PROGRAMME 


The present section deals with certain topics of great 
practical importance for the integration of educational 
programming and the programming of economic and 
social development. No attempt is made to suggest a solu- 
tion for the problem, but it is felt that significant progress 
in integration should be achieved by improving the pro- 
cedures adopted in the formulation of plans and by intro- 
ducing methods of establishing objectives and estimating 
resources common to both types of planning. To this end, 
the establishment of targets for the educational services, 
on the basis of an outline classification, is discussed first, 
and a procedure for estimating the resources required in 
order to attain these targets is then proposed. 


(a) Education and its integration in development planning 


From the pragmatic standpoint of development pro- 
gramming the functions of educational services can be 
grouped in two major categories. One of these is closely 
linked to direct economic requirements. The other satisfies 
general requirements relating to the economic, social and 
cultural aspects of community development, This distinc- 
tion cannot be rigidly drawn, however. For example, 
general primary and secondary education falls within 
both categories; it provides the basic groundwork for 
subsequent specialization, while at the same time raising 
the intellectual and cultural level of the pupils. 

This broad classification does not imply a differentia- 
tion between educational aims, still less does it presuppose 
that educational services are of value only as a factor of 
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economic production. Its usefulness is considered to lie 
in its potential contribution to the smooth co-ordination 
of economic development programming and educational 


planning. 
Admittedly, the functions directly linked to production 
— as reflected in income levels — exert a significant 


influence on the cultural level of a given country, and this 
level in its turn affects the capacity for development. 

Between economic and educational development there 
must be coherence. The educational services must endow 
the country concerned with a fund of technical knowledge 
and a degree of cultural development conducive to the 
expansion of production and the improvement of the pop- 
ulation’s level of living. On the other hand, the resources 
which education requires in order to serve these ends must 
be incorporated in an over-all allocation system calculated 
to ensure maximum economic and social development. 

The two basic aspects of the integration of economic 
and educational planning are thus brought into evidence: 
on the one hand, the establishment of specific educational 
targets; and, on the other, the quantification of the re- 
sources to be earmarked for education.*! In the last analy- 
sis, these are but two different angles of one and the same 
problem, since educational objectives determine the re- 
sources needed and the amount of resources that can be 
guaranteed sets the limits within which those objectives 
can be established. It is convenient to discuss them sepa- 
rately, however, so that features peculiar to each aspect 
of the question can be analysed. 

In accordance with the foregoing distinction, educa- 
tional objectives can be classified in two groups: those 
relating to functions linked to the requirements of the 
economy, and those associated with functions whose pur- 
pose is to raise the cultural level of the population, irre- 
spective of any connexion with the production process. 
The former are dictated by requirements deriving from 
the expansion of output and depend upon the technology 
and organization of production. The latter are closely 
bound up with the social policy adopted by the country 
concerned. 

Let it be assumed that future production targets for the 
different sectors of the economy have already been as- 
sessed in quantitative terms; that an estimate of skilled 
manpower requirements for the attainment of those targets 
is available; and that, in addition, existing deficiencies 
in the latter field have been identified. Educational acti- 
vities might be organized to meet the requirements in 
question and the programmes for each educational level 
might be drawn up on that basis. This would be the 
minimum demand on the educational services that the 
economic development process would make. Although 
there are many unsolved problems in connexion with the 
establishment of skilled manpower requirements for spe- 
cific levels of production and different degrees of produc- 
tive efficiency, these difficulties can be progressively by- 
passed as methods of preparing estimates are perfected. 
The development of such methods must be regarded as an 
essential part of modern economic planning techniques.2? 


oe Obviously, these considerations arise at any level of planning, 
both in relation to the major economic and social sectors and in 
dealing with each individual sector. For example, within the edu- 
cational sector, the problem of the allocation of resources among 
the various educational objectives arises. 
ECLA is currently working on the development of techniques 
for the evaluation of future skilled manpower requirements in the 
various sectors of the economy. , : 


(b) Objectives and formulation of an education plan 


Economic development implies changes in the social 
field, in the behaviour patterns of the population, in atti- 
tudes to economic problems, etc. In some countries these 
changes will have to be of a radical character, and unless 
they are expedited development will be slowed up. Edu- 
cation must be regarded as a positive factor in such 
reforms. This not only implies an extension of the acti- 
vities of the various levels of the educational services; it 
also has a bearing on the principles by which education 
is governed and the teaching methods adopted. 

Educators and social programme-makers should define 
those principles and embody them in recommendations 
representing educational targets to be attained within speci- 
fied time-limits. This task involves a social assessment 
that goes beyond the purely economic field, and should 
therefore be entrusted to the specialists and institutions 
responsible for social and particularly for educational 
development. It should be stressed that such targets can- 
not be as precisely defined as others relating to more 
concrete aspects of a given country’s economic and social 
activity. Nevertheless, the greatest importance attaches to 
more thorough study and research aiming at least at a 
clear definition of long-term guiding principles for the 
educational services. These objectives will be incorporated 
in the economic and social development plan and allocated 
the financial and physical resources required for their 
attainment. Consequently, the process of integrating edu- 
cational and economic planning, in relation to the social 
targets of education, becomes a problem of the allocation 
of limited resources. This problem must, of course, be 
studied and solved in the light of the over-all approach to 
the distribution of resources among all the economic and 
social activities of the country concerned. 

The targets for the educational services once selected, 
the relevant programmes of action must be formulated. 
In other words, the educational services will have to de- 
velop a level of activity compatible with the predetermined 
targets and objectives. This level of activity may call for 
more resources than the country is in a position to sup- 
ply; as a result, modifications will have to be introduced 
in the objectives, which might prove detrimental to the 
desired rate of development. In the integration of an edu- 
cation programme with a development programme, there- 
fore, provision must be made for a process of adjustment 
of both programmes until a proper balance between tar- 
gets and resources is achieved. 

To ensure the optimum growth of each individual sec- 
tor is clearly impossible. Were this feasible, planning 
would become meaningless, since it consists essentially in 
securing the most appropriate distribution of limited re- 
sources among alternative uses in several sectors. Hence, 
it is that every time a process of integration is attempted, 
the specialist who has drawn up a particular sectoral pro- 
gramme must witness some mutilation of his cherished 
schemes; in a word, a feeling thus grows up that integra- 
tion is synonymous with lost horizons. Be this as it may, 
in practice the shortage of resources and the pressure 
exerted on these limited funds by each economic and 
social sector will mean that every sector has to be content 
with less than it had hoped for. The formulation of an 
integrated plan aims at marshalling and rationalizing such 
pressures in the best interests of the economic and social 
development of the country as a whole. The need for an 


optimum distribution of limited resources among the 
various possible alternatives also becomes apparent within 
the educational sector itself. 

The problem of the programming of education and 
each of its branches in such terms as to facilitate this 
expenditure process must therefore be faced. 

In the following paragraphs it will be discussed in rela- 
tion to primary education, on the understanding that the 
conclusions reached are equally applicable to other edu- 
cational levels. Furthermore, estimates of resources will 
take into account only those of the public sector, in view 
of the preponderance of the State’s contribution to the 
provision of this service, 

Total annual State expenditure on primary education 
can be classified under three broad heads, as follows: 
expenditure corresponding to the provision of educational 
services in the year under consideration; expenditure 
designed to extend or improve educational facilities in 
future years; and expenditure on the maintenance and 
replacement of fixed capital. For the sake of simplicity 
the first may be termed operational expenditure, the sec- 
ond development expenditure, and the third expenditure 
on maintenance. Outstanding items in the first category 
are the salaries of teachers and of administrative person- 
nel, costs of teaching material (e.g. the supply of books 
and exercise books), expenditure on social services ren- 
dered to teachers and pupils, etc. In the second category, 
the most important items are those deriving from school 
building programmes and the training of teachers. The 
third includes expenditure on the upkeep of school build- 
ings and the maintenance of teaching equipment. 

Study of a primary education budget will reveal that 
this expenditure can be associated with various activities 
or programmes carried out by the official institution con- 
cerned. There will be an educational administration pro- 
gramme in which administrative and operational expen- 
diture may be concentrated, a school buildings programme, 
a teacher training programme, a branch of activity con- 
cerned with maintenance, etc. These components of total 
expenditure, and, consequently, the level at which the 
programmes concerned are developed, far from being 
independent of one another, are closely linked, so that 
the projection of total expenditure must take into account 
the existing inter-relationships. In other words, the targets 
established for primary education, which will be reflected 
in budgetary allocations, will be conditioned by the rela- 
tions between the components of total expenditure. 

The level of operational expenditure at the end of a 
given period will depend upon what is currently being 
done and on the expansion of educational facilities that 
is being carried out in the period in question. Thus, for 
example, for every unit of investment in the building of 
school premises in Colombia (development expenditure) 
it is estimated that the following year the amount spent 
on salaries of teachers and administrative personnel (ope- 
rational expenditure) will increase by 0.45 units. There- 
fore, if a school building programme has been drawn up, 
it will be possible to estimate the operational expenditure 
required for bringing the resultant new premises into 
service. Similarly, if a teacher training programme has 
been formulated, future manning-table costs can be cal- 
culated. It is likewise possible to establish the cost main- 
tenance and replacement of fixed capital in terms of a 
programme for the expansion of educational facilities in 
the shape of school premises. 
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Hence future operational maintenance expenditure is 
conditioned both by its own present level and by the de- 
velopment expenditure projected. 

Development expenditure, in turn, can be broken down, 
at least theoretically, into expenditure to meet the normal 
growth of educational requirements and outlays intended 
to reduce the existing deficit within a specified time-limit. 
The latter is generally heavier that the former. In Co- 
lombia’s case, for example, the school premises required 
to allow for the normal growth of the school population 
are estimated at approximately 2,000 classrooms a year, 
while the current deficit amounts to as much as 25,000 
classrooms. Thus the expansion programme will be sub- 
stantially dependent upon the time limit which is adopted 
for the reduction of this deficit, and which will therefore 
have a decisive influence on future operational and main- 
tenance expenditure, . 

To sum up, total expenditure on primary education 
services in the future will be determined by: 


(1) the current level of operational expenditure; 
(2) the current level of expenditure on maintenance; 


(3) development expenditure needed to meet the nor- 

mal growth of the school population; 

(4) development expenditure required to eliminate the 

deficit in capacity within a given time-limit. 

Primary education targets are closely linked to this last 
type of expenditure, which is the main determinant of total 
expenditure on education. If it has to be reduced for want 
of resources, education targets can be rapidly estimated 
on the basis of an extension of the time-limit for reducing 
the deficit, and vice versa. In this way the resources 
required for alternative objectives can be calculated. 

The following were the findings of the preliminary 
study undertaken in the case of Colombia. 

If the aim were to eliminate the classroom deficit in 
five years as from 1961, expenditure on primary educa- 
tion would be 78 per cent higher in 1966 than in 1961. 
If, on the other hand, the process of eliminating the deficit 
were visualized as extending over the period 1961-70, 
educational expenditute in 1966 would exceed the 1961 
figure by 50 per cent. In neither instance was allowance 
made for increases in teachers’ salaries or changes in the 
available supply of teaching material. 
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